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Chairman Belter: We will open the hearing on HB1304

Representative Skarphol: | am going to address 1304 as amended (Attachment 1).
HB1304 as drafted did not accomplish what | wanted to accomplish. We ended up amending it

and | still don't think it is all the way where | want to be. 1304 would take the caps off oit and

. gas tax allocations to cities, counties and schools. It would completely remove the caps. |
tried to get an accurate fiscal note on this and | believe the Tax Department is still working on
it. However, they cannot produce a fiscal note for a bill with an amendment unless the
amendment has been adopted by a committee. So they will be producing a memo for me on
the fiscal effect of this bill. Based on what has happened in the oil industry over the last couple
of years, | think it is imperative we remove these caps. The money flowing to the counties is
insufficient to cover the infrastructure needs out there. Mountrail County is an example and is
getting pounded by today's environment. | believe when you begin to lock at my handouts
(Attachment 2) that you will see what | see happening. 1304 as amended woulid also change
that distribution formula, primarily with regard to Stark and Williams County. If you look at the
first page of the handout, from a comparison standpoint, Williams County is the last county

. reflected here. This is through May of 2008. If you look at the dollars that flow through the
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cities, there is a substantial difference in Williams County compared to McKenzie and

. Mountrail. It is not because of the total dollars flowing to the counties; it is because of the fact
that Williston is in the boundary of Williams County and the dollars are distributed on
population. It has had an inordinate effect on the smaller cities of Williams County. They are
vastly underfunded by comparison to the cities in Mountrail or McKenzie County with the same
amount of dollars flowing to those counties. | would submit to you that that can be fixed.
Whether or not that mechanism is even in the amended bill to fully correct that problem
remains to be seen. | think there is further work that needs to be done on it. When you look at
cities like Parshall, New Town, Stanley in Mountrail County with $4.1 million at that point in
time, they all had in excess of $200,000 and two of them had over a quarter of a million.
During that same timeframe, the city of Tioga (nearly equal size if not larger than), only
received $76,000. If you look at McKenzie County during that timeframe, Watford City got

. $800,000, Alexander got $121,000, Arnegard got $56,000, and Tioga got $77,000. The city of
Tioga and other communities in both Stark and Williams County deserve more than what they
are receiving from this formula. We have a difficult time in my community taking care of our
infrastructure. We are getting pounded. Water is getting hauled up and down our streets and
the streets are in terrible shape. If, in fact, we could create a formula that would treat them
more equitably, | believe it would be appropriate. Williston also does not get enough money.
When you look at information provided by Job Service and Workforce Development folks, and |
guess | didn't incorporate that in here, the number of jobs in Williston directly related to the oil
industry is 22%%. The number of jobs in Dickinson directly related is 4%, the number of jobs
in Minot is less than 1%. | would submit to you that in a fluctuating oil economy, when things
go down, Williston is much more adversely affected than anywhere else in this state. The city

.of Williston in its last fiscal cycle, had to increase their salary line for state and city employees
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by more than $1% million in order to insure they had sufficient money to compete with the oil
. industry and to hire a couple of needed individuals. Williston, if you look at this chart, gets
about the same amount of money as Watford City (about $800,000 during this timeframe). |
think it would be appropriate to find a way and to put in place a mechanism to insure that small
towns in Williams and Stark County are treated fairly as compared to the other cities. | am not
saying they need to be richly rewarded, but more adequately rewarded. Atthe same time, we
need to address the needs of the city of Williston and the city of Dickinson. Minot is coming
into the picture because of increased oil activity in that area,; but at this point in time, the
number of jobs in that community directly related to the oil industry is fairly small. Their
infrastructure needs could be addressed with oil impact funds in the city of Minot if need be.
Again, there are a couple of other handouts in your packet. More interesting among the things

| have handed out is the second page with a big rectangle around a group of numbers. | asked

. Kathy Strombeck in the Tax Department to do a little reverse mathematics for me. What she
has done with that particular document is use the October 2008 production level and work
through it backwards to determine what the price of oil would need to be for those particular
counties you see listed on the left side to reach the cap under the current mechanism. As you
see, in Billings county it would take $78.06 to reach the cap, Williams County would take
$77.85, Mountrail County would take $15.99. There is a very substantial difference in each
county to reach the cap. If we are ever going to remove the cap in ND, there is no time like the
present. | would submit to you that with today’s oil prices, the effect on the state general fund
of the permanent oil trust fund will be very minimal in this environment. | did ask the Tax
Department and Legislative Council to put together some memos in regard to the effect, but

they did not get it ready for me. If they do, | will be happy to share it with the committee, but |

.believe very strongly in removing the caps. | only will support a bill which will address what |
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believe it is a very unfair situation with regard to smali towns in Williams and Stark Counties.

. With that, Mr. Chairman, | will try to answer any questions.
Chairman Belter: You made the comment that you were not completely satisfied with the
methods we see here. Are you working on a new set of amendments to rectify some of the
concerns you have?
Representative Skarphol: As soon as | get the memos from the Tax Department that |
referred to, it will give me a much better ability to analyze what the net fiscal effect will be. |
understand Williston has some concerns about the current mechanism. | agree with their
concerns to some extent. When | got the first fiscal note on this, | thought it was working and
that this is the way we need it; but the bill wasn't as it needed to be to begin with. Once you
change one piece of the mechanism, it has an effect all the way down through the process.
Mr. Chairman, | would be amenable to working to get this bill fixed. 1believe what it is going to

.take is a combination of things and the combination of things, | believe, is that Williston would
be given some set payment, as would Dickinson and still be included in some portion of the
distribution from the formula in order to insure that their revenue would escalate and not be
set. The current situation is that, as drafted right now with this amendment, Williston would
receive $1% million, Dickinson would receive $625,000 and they are concerned that that not
change, that it would be set in statute and it would take a change by the legislature to affect
that. What | would probably attempt to do for the committee's sake is to try to get them to
produce a document that would reflect the amendment in the language and make it much
easier to read. | neglected one thing that quite a few people in this room feel strongly about.
Any new revenue generated by taking the caps off would not flow to the current formula. In the

current formula, some of the money flows to the schools. This would give additional revenue

.that would typically flow to the schools to the townships. Under the current scenario, there are
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some counties that treat the townships very well and some treat them very poorly. Again, |

. am not adverse to having some amendment with regard to that issue. | have talked to the
school officials. There are some schools that are not adversely affected by the imputation type
included in the education formula and there are some that are substantially affected. Some of
us oil country legislators have talked about whether or not it is worthwhile to continue giving oil
revenues to the schools based on that imputation factor. Some of the schools feel very
strongly that they want to continue to get that money. | am certainly amenable to an
amendment that would address that issue and | will continue to work with them in that regard.
Chairman Belter: Any other questions? Further testimony in support of this bill? | would ask
that those who testify try not to duplicate a lot of the testimony presented.
Vicky Steiner, Executive Director for ND Association of Oil and Gas Producing
Counties: (Testimony 3).

. Reinhard Hauck, Dunn County Auditor: (Testimony 4) Presented testimony on how difficult
it is for the county to meet infrastructure costs.
Senator Andrist: | just wanted to say that the principal county | am concerned with in our
district is Mountrail. This is where the action is and this is where the state is getting its oil tax
revenue now. If there are 50 more wells drilled in Mountrail County next year, that's 45,000 big
trucks going over the township and county roads. Mountrail County would get nothing
because of the cap. My quarrel is the assumption that the impact stops once you reach the
cap. It is just the money that stops; the impact goes on and on. We don’t know how many
wells they will be drilling in Mountrail County. There is evidence at today's prices that they
may not be drilling any place else. They may only be drilling where the structure is most
positive for producing lucrative wells. | appreciate your acting favorably on this bill. It is my

.understanding, Mr. Chairman, that if today'’s prices don't improve, Mountrail County may be the
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only county affected. It is the ideal time to get rid of the cap because it won’t really cost the

state much money.

Christy Larsen, Dunn County Recorder/ Clerk of Court: (Testimony 5).

Representative Froseth: Can you only recover $.25 per copy or can you charge more? Can

you charge the land men?

Christy Larsen: We can charge up to $1. We don’t charge the land men for use of office

space of any use of equipment; we treat them like the public.

Deb Harsch: (Testimony 6). Rural resident of Dunn County.

Cliff Ferebee, Dunn County Commissioner: | have had a chance to testify before this group

before. | would just like to reiterate what Recorder Larsen and Reinhard Hauck said. We need

the cap removed; we need the money now to get our infrastructure fixed up. We are going to

have oil people leaving and farmers and ranchers having a tough time getting around on these
. roads. We have to find a way to get money to these oil producing counties and we have to do

it now.

Brad Bekkedahl, Finance Commissioner for Williston and Past President of the ND

Assoc. of Oil and Gas Producing Counties: (Testimony 7).

Ward Koeser, Mayor of Williston: (Testimony 8).

Dan Klewin, Chairman of Williams County: We have become training grounds for the oil
fields. As soon as they learn the skills, they go out to the oil fields, whether it is county,
highway, registrar of deeds, treasurer’s office, auditor’s office, all of those employees are
valuable to the oil industry. It is difficult for us to retain employees in this climate. Secondly,

the intensity of the impact and the number of loads being hauled are huge. There is one road

west of Williston right now on its third fracture. There have been 800 loads of water hauled
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into that well. County Road 4 was brand new; it has totally been destroyed. The intensity of
. the impact cannot be overstated. How fortunate that we can gather to discuss this problem.
Williams County appreciates your support. We are in favor of this and we desperately need it.
Lynn Brackel, Bowman County Commissioner: (Testimony 9). He highlighted people
moving to Bowman, shortage of gravel, the need to build roads wider and stronger to withstand
heavy loads.

Lyn James, President of Bowman City County: (Testimony 10}.

David Hynek, Chairman of Mountrail: (Testimony 11).

Fred Kershisnik, Oil Field Worker in Dunn County: | have worked 24-30 years in oil field.

| had a lot more testimony, but many things have been covered. | want to stress the impact of
the oil business. For every well drilled, there are 500-700 heavy loads going in and out of that

well. When rules were written up before the cap was put on, there were probably 150-200

. loads involved in that process so it has tripled at least and maybe more. Also in the 70’s and
80’s, there were five mile by five mile fields; a big field was maybe 20 by 15 miles. Generally
one or two county roads were affected by the field; but if you look at a map, they were just tiny
specs across the Williston Basin where this traffic was being impacted. Now if you look at the
Bakken, there is very little of Dunn County that is not involved. Nearly every road in Dunn
County is being affected heavily by this oil traffic—not just from time to time. It is there all the
time. Highway 22 north of Dickinson all the way to New Town is affected. |left my house this
morning by the Lost Bridge and there was traffic all the way to Dickinson. You couldn't pass
anyone. The county roads are almost the same. You just can't pass because of the amount of
traffic everywhere. The caps need to be lifted so that there can be some help. The other thing
is that the oil industry is blading roads for the county. We are not officially doing it, but we

.have to because the county cannot keep up. We push snow. Sometimes we are out there on
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Saturday and Sunday and we have to push the county roads and the lease roads all the way in
. because there isn’t any way they can keep up with it. That is now. In the spring when this

snow melts, it is going to be a bigger mess and there will still be all the traffic to deal with.

Ken Halvorson, Mountrail County Sheriff: (Testimony 12).

Joan Hollekim, Mountrail County Auditor (Testimony 13).

LaRae lwen, Recorder, Mountrail County: (Testimony 14).

Jack Olson, Assistant Director, ND Department of Transportation: (Testimony 15).

Chairman Belter: Any further testimony in favor or 13047

Kelly Schmidt, State Treasurer: |just want to make the committee aware that our office has

changed the distribution from a quarterly to a monthly distribution. We were able to do that

working with the Tax Department. Now when we get those certified numbers, within 21-30

days, the dollars have been turned around and are in the accounts of the counties. The first

. distribution system that we worked on when you gave the dollars to rewrite our tax distribution

system is the oil and gas distribution. It is up and running and ready to make any changes that

are necessary. If there are any questions, | would be happy to answer.

Chairman Belter: Any opposition to 13047 Any neutral testimony.

Michael Ziesch, Research Analyst, Job Service North Dakota: (Testimony 16).

Chairman Belter: | suggest you work with Representative Skarpohl to get amendments

drafted for us.

Representative Grande: | would like clarification when you talk about taking out schools and

government entities. | am just thinking of Williston. If you take out Williston State College,

there are a lot of people directly related to the oil fields. If you take that out of the mix, it could

skew Williston’s labor force percentages. | would think that there are some of the government
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entity people in the impact cities and counties that have oil and gas as part of their job so you
. might skew your numbers if you pull all of them out.
Michael Ziesch: Thatis true. We are actually trying to get to the other side of that by
proposing the amendment that we ailow just the mining industry. | can appreciate very much
that the original language was labor force directly related to oil extraction. That is a little bit too
vague for us to develop statistics for. If we were to determine all oil activity related to the labor
force, we would almost have to conduct a cluster study because it would have to be self-
declared. By dropping back and using a specific industry term from the employment and wage
program, we have the ability to do something that is repeatable and already available. The
reason for excluding the government entities was to lower the denominator to make each cities
percentage total private cover employment larger. We didn’t remove government entities to

hurt any municipalities. We did it to benefit them,; it reduces the denominator.

. Chairman Belter: Any other testimony on 13047
Representative Drovdal: Can | ask Vicky a question? We have heard from four or five
counties today. There are a lot of other counties out there. Are there any counties with
reserves?
Vicky Steiner: Can | go back and get them to you?
Chairman Belter: If there is no further testimony on 1304, we will close the hearing. | just
want to say that we as representatives certainly understand the problems you face in oil
country, but the big challenge will be for you as oil producing counties that you are invoived
with this legislation so you are all happy with the outcome of whatever the legislature does.
Each and every county has individual problems so it is important you stay involved with the

process so we can come up with a bill that treats all impacted counties equitably. We will

.close the hearing on 1304.
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Vice Chairman Drovdal: The first amendment's number is .0205. The intent of that
amendment is to take the cap off the oil production 5% tax with revenue going back to
counties, cities and schools. The first 1% is divided up. This removes the caps; and if a

county is producing oil, they will get impact money back according to the amount of production

. they have in their county. This bill will go to appropriations. The Governor in his bill did allow
some money to go to these people, but he did not remove the caps. The caps, if removed, at
$35 wouid be $32 million and at $40, it would be $39 million. This bill will go from here to
appropriations and they will look at it. At $42.46 a barrel with 206,826 barrels per day, the
estimated impact at removing the cap would be $39 million. At $20.35 per barrel, the
estimated impact at the same production would be $32 million at the current price of crude oil
which is about $30. North Dakota crude oil would be a little less.

Representative Froelich: Representative Weiler's bill that we passed moved the cap from $6
million to $9 million on impact grant funds.
Vice Chairman Drovdal: This money cap is at $6 million per county, depending on the county

size. This moves the cap off. Moving the cap off affects two counties for sure—McKenzie and

. Mountrail. | don't know if it is going to affect Dunn or not. Mainly it affects Bowman and
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Mountrail County. Mountrail is the largest as far as production goes. it affects those two

. counties. | have been told that this will be reviewed by appropriations because a lot of people
want to leave some cap on it. Right now we are setting policy saying we agree it needs to be
locked at—that the cap is too much. That is really all we are saying—take the cap off. It
doesn’t have anything to do with the grant money we acted on earlier. Even though it is listed
in the bill, it doesn’t affect it. Any questions on the first amendment .02057 What are the
committee’s wishes? Representative Froseth moves the amendments and Representative
Brandenburg seconds. Any more discussion? A voice vote on amendments .0205 passed.
Skarphol's amendments.0206 address a concern in Williams and Stark County because the
way the formula comes out, they end up getting most of the money that goes to cities. You
have towns like Tioga and Ray that get “squat” in the formula. He did put in the original bill
1304 some wordage changes so the other cities would get some additional impact. He wasn't

. totally satisfied with the formula so he offered this amendment to go in place of that. We have
two choices. We can adopt this amendment, which | can’t explain; or since it is already
mentioned in the subject in the bill, he could do it in appropriations. We could agree that those
towns are not being treated fairly and he could amend in appropriations.
Representative Grande: | would like to see him take care of that himself.
Representative Weiler: Second.
Vice Chairman Drovdal: Okay, we will put those amendments aside. | have a motion for a
“do pass as amended” from Representative Froseth and a second from Representative
Brandenburg. Any discussion on HB 1304 as amended? A roll call vote resulted in 9 ayes,
4 nays, 0 absent/not voting. Representative Drovdal will carry the bill. HB 1304 should

be rereferred to appropriations.




FISCAL NOTE

Requested by Legislative Council
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Amendment to: Reengrossed
HB 1304

1A, State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |Other Funds| General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues ($28,000,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
- $25.000,0000  $3,000,000

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

HB 1304 Second Engrossment with Conference Committee Amendments changes the allocation of Qil and Gas
Gross Production tax revenues.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments refevant to the analysis.

HB 1304 Second Engrossment with Conference Committee Amendments allocates $500,000 annually to cities in
oil-producing counties that have a population greater than 7,500, This allocation is doubled for cities with a significant
oil-related employment base. These city allocation provisions are estimated to total $1.5 million per year, or $3 million

for the 2009-11 biennium. Dickinson is expected to receive $1 million and Williston is expected to receive $2 million
in the 2009-11 biennium.

The county distribution is changed in the bill. The lowest tier from which the counties receive 100% of the revenue
was increased from the first $1 million to the first $2 million. The current top tier of 25% counties/75% state was
expanded to $14 million, and a new top tier was added from which counties producing more than $18 million per year
would receive 10% and the state 90%. The population-based caps are removed in the bill, extending the new top tier
of 10%/90% indefinitely. The formula changes and cap removal provisions are expected increase total county
revenues by an estimated $25 million for the 2009-11 biennium. The bill also changes the distribution among the
counties, cities, and infrastructure funds; only the total increase is shown in 1B above.

The bill also increases the revenue to the impact grant fund from $6 million to $8 million per biennium. Both of these
changes are to "other funds"” and are canceled out, and not shown in 1A above.

The provisions of this bill are expected to reduce permanent oil tax trust fund revenues by an estimated $30 million in
the 2009-11 biennium. These estimates are consistent with the February 2009 Legislative Council revised forecast.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriafe, for each agency, line
item, and fund affected and the number of FTE positions affected.




C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
. and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. indicate whether the appropriation is also included in the executive budget or relates to a
conlinuing appropriation.

Name: Kathryn L. Strombeck Agency: Office of Tax Commissioner

Phone Number: 328-3402 Date Prepared: 04/28/2009




FISCAL NOTE

Requested by Legislative Council
04/08/2008

Amendment to: Reengrossed
HB 1304

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |OtherFunds| General |Other Funds| ®General |Other Funds
Fund Fund Fund
Revenues ($28,000,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$25,000,0000  $3,000.000)

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

HB 1304 Second Engrossment with Senate Amendments (90260.0600) changes the allocation of Oil and Gas Gross
Production tax revenues.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

HB 1304 Second Engrossment with Senate Amendments allocates $500,000 annually to cities in oil-producing
counties that have a population greater than 7,800, This allocation is doubled for cities with a significant oil-related
employment base. These city allocation provisions are estimated to total $1.5 million per year, or $3 miillion for the
2009-11 biennium. Dickinson is expected to receive $1 million and Williston is expected to receive $2 million in the
2009-11 biennium,

The county distribution is changed in the bill. The lowest tier from which the counties receive 100% of the revenue
was increased from the first $1 million to the first $2 million. The current top tier of 25% counties/75% state was
expanded to $14 million, and a new top tier was added from which counties producing more than $18 million per year
would receive 10% and the state 90%. The population-based caps are removed in the bill, extending the new top tier
of 10%/90% indefinitely. The formula changes and cap removal provisions are expected increase total county
revenues by an estimated $25 million for the 2009-11 biennium. The bill also changes the distribution amaong the
counties, cities, and infrastructure funds; only the total increase is shown in 1A above.

The provisions of this bill are expected to reduce permanent oil tax trust fund revenues by an estimated $28 million in
the 2009-11 biennium. These estimates are consistent with the February 2009 Legistative Council revised forecast.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounis. Provide detail, when appropriate, for each agency, fine
item, and fund affected and the number of FTE positions affected.



C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

Name: Kathryn L. Strombeck Agency: Office of Tax Commissioner

Phone Number: 328-3402 Date Prepared: 04/08/2009




FISCAL NOTE
Requested by Legislative Council
03/19/2009

. Amendment to; Reengrossed
HB 1304

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2041 Biennium 2011-2013 Biennium
General |Other Funds| General |[OtherFunds; General |Other Funds
Fund Fund Fund
Revenues ($26,800,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$23,800,0000  $3,000,000

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

HB 1304 Second Engrossment with Senate Amendments changes the allocation of Oil and Gas Gross Production tax
revenues,

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. include any assumptions and comments relevant to the analysis.

HB 1304 Second Engrossment with Senate Amendments allocates $500,000 annually to cities in oil-producing
counties that have a population greater than 7,500. This allocation is doubled for cities with a significant oil-related
employment base. These city allocation provisions are estimated to total $1.5 million per year, or $3 million for the
2009-11 biennium. Dickinson is expected to receive $1 million and Williston is expected to receive $2 million in the
2009-11 biennium.,

The county population-based caps are also removed in the bill. The cap removal provisions are expected increase
total county revenues by an estimated $23.8 million for the 2009-11 biennium. The bill changes the distribution
among the counties, cities, and infrastructure funds; only the total increase is shown in 1A above.

The provisions of this bill are expected to reduce permanent oil tax trust fund revenues by an estimated $26.8 million
in the 2009-11 biennium. These estimates are consistent with the February 2009 Legislative Council revised forecast.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

. C. Appropriations: Explain the appropriation amounts, Provide detail, when appropriate, for each agency
—~ and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a



confinuing appropriation.

Name:

Kathryn L. Strombeck

Agency:

Office of Tax Commissioner

Phone Number:

328-3402

Date Prepared:

03/20/2008




FISCAL NOTE

Requested by Legisiative Council
02/17/2009

Amendment to: Engrossed
HB 1304

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |[Other Funds| General |OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues {$35,450,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: [dentify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$33,200,0000  $2.250,000

2A. Bill and fiscal impact summary: FProvide a brief summary of the measure, including description of the
provisions having fiscal impact {limited to 300 characters).

HB 1304 Second Engrossment authorizes the allocation of Qil and Gas Gross Production Tax revenues to certain
cities. The bill also removes the population-based caps relative to the total amount of Oil and Gas Gross Production
Tax revenue counties are allowed to receive.

B. Fiscal impact sections: /Identify and provide a brief description of the sections of the measure which
have fiscal impact. include any assumptions and comments relevant to the analysis.

Section 1 of HB 1304 Second Engrossment allocates $375,000 annually to cities with a population greater than 7,500.
This allocation is doubled for cities with a significant oil-related employment base. The impact of these city allocation
provisions is estimated to be +$1.125 million per year, or +$2.250 million for the 2009-11 biennium. Dickinson is
expected to receive two $375,000 allocations and Williston is expected to receive two $750,000 allocations in the
2009-11 biennium.

The county population-based caps are also removed in Section 1 of the bill. The cap removal provisions are expected
increase total county revenues by an estimated $33.2 million for the 2009-11 biennium. The bill changes the
distribution among the counties, cities, and infrastructure funds; cnly the total increase is shown in 1A above.

The provisions of this bill are expected to reduce permanent oil tax trust fund revenues by an estimated $35.450
million in the 2009-11 biennium.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please.
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
ifem, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Expfain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a




continuing appropriation.

Name:

Kathryn L. Strombeck

lAgency:

Office of Tax Commissioner

Phone Number:

328-3402

Date Prepared:

02/17/2008




FISCAL NOTE

Requested by Legislative Council
02/06/2009

Amendment to; HB 1304

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |Other Funds; General |OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues {$33,200,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$30,288,0000  $2,912,000)

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact {limited to 300 characters).

Engrossed HB 1304 changes the allocation of Qil and Gas Gross Production Tax revenues. The bill also removes the
population-based caps relative to the total amount of Oil and Gas Gross Production Tax revenue counties are allowed
to receive.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

Section 1 of Engrossed HB 1304 creates a city allocation of $208,000 after each $1 million annual distributional tier, to
be allocated to cities with a population greater than 7,500. This allocation is doubled for cities with a significant
oil-related employment base. The impact of these city allocation provisions is estimated to be +$1.456 million per
year, or $2.912 million for the 2009-11 biennium. Dickinson is expected to receive one $208,000 allocation each year,
and Williston is expected to receive three $416,000 allocations each year.

The county population-based caps are also removed in Section 1 of the bill. The cap removal provisions are expected
increase total local revenues by an estimated net amount of $30.288 miflion($33.2 million total, less $2.912 million
directed to cities with a population over 7500) for the 2009-11 biennium. These increased local revenues are
required to be distributed to the county infrastructure fund, and further distributed as set forth in the bill.

These distributional provisions in the bill resuit in shifts among cities and among county general funds, infrastructure
funds, and others. Only those impacts that cause a net change in total local revenue are estimated here. The two
provisions that result in a net gain in local revenues - the special city allocation and the removal of the
population-based caps - result in a corresponding decrease in permanent oil tax trust fund revenues totaling $33.2
miliion for the 2009-11 biennium.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.




C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

Name: Kathryn L. Strombeck Agency: Office of Tax Commissicner

Phone Number: 328-3402 Date Prepared: 02/11/2009




FISCAL NOTE

Requested by Legislative Council
01/13/2009

Bill/Resolution No.: HB 1304

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current faw.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |[Other Funds| General |[OtherFunds| ®General |Other Funds
Fund Fund Fund
Revenues ($8,712,000
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Blennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
$5,800,0000  $2,812,000

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

HB 1304 changes the allocation of oil and gas gross production tax revenues. The bill also increases the maximum
amount the counties are allowed to recieve (increases the county caps).

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. include any assumptions and comments relevant fo the analysis.

The bill creates a city allocation of $208,000 after each $1 million annual distributional tier, to be allocated to cities with
a population greater than 7,500. This allocation is doubled for cities with a significant oil-related employment base.
The impact of the city allocation provisions is esimated to equal +$1.456 million per year, or $2.912 million for the
2008-11 biennium. Dickinson is expected to receive one $208,000 allocation each year, and Williston is expected to
receive three $416,000 allocations each year.

The county population-based caps are also increased in this bill. The cap provisions are expected increase total
county revenues by an estimated $5.8 million for the 2009-11 biennium. These increased county revenues are
expected to be allocated primarily to McKenzie, Mountrail, and Bowman Counties,

There are numerous other distributional provisions in this bill that result in shifts amang cities and among county
general funds, infrastructure funds, and others. Only those impacts that cause a net change in total revenue are
estimated here. The two provisions that result in a net gain in city and county revenues - the special city allocation
and the increase in the county caps - result in a corresponding decrease in permanent oil tax trust fund revenues
totaling $8.712 million for the 2009-11 biennium.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Expilain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency



and fund affected. Explain the refationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or refates to a
continuing appropriation,

. Name: Kathryn L. Strombeck lAgency: Office of Tax Commissioner

Phone Number: 328-3402 Date Prepared: (01/26/2009
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Prepared by the Legislative Council staff for\f

Representative Drovdal 07)

January 30, 2009

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1304

Page 2, line 29, overstrike "limi

ted based upon the population of" and insert immediately

thereafter "allocated within" and overstrike “according to the fast"

Page 2, line 30, overstrike "official decennial federal census"

Page 3, line 1, overstrike "no more”

Page 3, line 2, overstrike "than", after "dollars” insert "for allocation under subsection 4", and
overstrike the semicolon

Page 3, line 3, overstrike "however, a county may receive up to", remove "five", overstrike
"million”, remove "sight", and overstrike "hundreg"

Page 3, overstrike lines 4 and 5

Page 3, line 6, overstrike "county road and bridge, farm-to-market and”, remove "federal aid",
and overstrike "road, and"

Page 3, line 7, overstrike "coun

ty road purposes”

Page 3, line 12, overstrike "no more than”

Page 3, line 13, after "dollars” insert "for allocation under subsection 4", overstrike "; however, a
county may receive up to", and remove "six"

Page 3, line 14, overstrike "million one hundred”, remove "fifty", and overstrike "thousand
dollars under this subdivision for each fiscal”

Page 3, overstrike line 15

Page 3, line 16, overstrike "combined levies for county road and bridge, farm-to-market and"

Page 3, line 17, remove "federal aid” and overstrike "road, and county road purposes”

Page 3, line 21, overstrike "no more™

Page 3, line 22, overstrike "than", after "doliars” insert "for allocation under subsection 4", and

overstrike "; however, a

Page 3, line 23, overstrike "cou

nty may receive up to", remove "six”, overstrike "million”,

remove "nine”, and overstrike "hundred thousand dollars"

Page 3, overstrike lines 24 and

Page 3, line 26, overstrike "brid
"road, and county road"

25

ge, farm-to-market and", remove "federal aid", and overstrike

Page 3, line 27, overstrike "purposes”

Page No. 1 90260.0205
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Page 4, overstrike lines 1 through 3

Page 4, line 5, after “neroundeor” insert "for allocation®, after *ynder" insert "this”, and remove
"3.

Page 4, line 7, after "county” insert "for allocation”, after "under” insert "this", and remove "3"
Page 4, line 30, after "hargunder” insert "for allocation” and after "under” insert “this"
Page 4, line 31, remove "3"

Renumber accordingly

Page No. 2 90260.0205
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90260.02086
Title.

Prepared by the Legislative Council staff for
Representative Skarphol
February 3, 2009

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1304

Page 1, replace lines 8 through 14 with:

"1.

First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall sredit;

a.

=

C.

Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six milllon
dollars per biennium, including any amounts otherwise appropriated
for oll and gas impact grants for the biennium by the legislative
assembly;-and-whe-ehall-orodit,

Allocate three hundred seventy-five thousand doliars per fiscal year to
gach city in an oil-producing county which has a population of seven
thousand five hundred or more and more than two percent of its
private covered employment engaged in the mining industry,
according to data compiled by job service North Dakota. The
allocation under this subdivision must be doubled if the city has more
than seven and one-haif percent of its private covered employment
engaged in the mining industry, according to data complied by job
service North Dakota; and

Credit the remaining revenues to the state general fund.”

Page 1, remove lines 21 through 24

Page 2, remcve lines 1 and 2

Page 2, line 3, replace "¢,"” with "b."

Page 2, remove lines 7 through 12

Page 2, line 13, replace "8." with "¢."

Page 2, remove lines 17 through 22

Page 2, line 23, replace "g." with "d."

Page 2, line 25, replace "f" with "¢”

Page 3, line 2, overstrike the semicolon

Page 3, replace line 3 with "hewever-a. A county may receive up-te-four an additional one
million nine hundred fifty"

Page 3, line 4, overstrike "under this subdivision”

Page No. 1 90260.0206



Page 3, line 13, overstrike "; however, a" and insert immediately thereafter ", A", overstrike "up
to", and replace "six" with "an additional two"

Page 3, line 14, overstrike "under this subdivision"
Page 3, line 22, overstrike "; however, a" and insert immediately thereafter *. A"

Page 3, line 23, overstrike "up to", replace "six" with "an additional two", and replace "ning" with
"three"

Page 3, line 24, overstrike "under this subdivision®

Page 5, line 1, replace "that did not receive any” with "._An incorporated city may not receive
more than five hundred thousand dollars during a fiscal year under this subsection and
subsection 5."

Page 5, line 2, remove "allocation under subdivision b of subsection 2,

Page 6, line 11, replace "that did not receive any" with "._An incorporated city may not receive
more than five hundred thousand dollars during a fiscal year under this subsection and

subsection 4."

Page 86, line 12, remove "allocation under subdivision b of subsection 2."

Renumber accordingly

Page No. 2 90260.0206
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BILL/RESOLUTION NO. 1304

g . 2009 HOUSE STANDING COMMITTEE ROLL CALL VOTES
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REPORT OF STANDING COMMITTEE (410) Mcodule No: HR-23-1740
February 5, 2009 10:22 a.m. Carrier: Drovdal
Insert LC: 90260.0205 Title: .0300

REPORT OF STANDING COMMITTEE
HB 1304: Finance and Taxation Committee {Rep. Belter, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS and
BE REREFERRED to the Appropriations Committee (9 YEAS, 4 NAYS, 0 ABSENT
AND NOT VOTING). HB 1304 was placed on the Sixth order on the calendar.

Page 2, line 29, overstrike “limited based upon the population of" and insert immediately
thereafter "allocated within" and overstrike "according to the last”

Page 2, line 30, overstrike "official decennial federal census”
Page 3, line 1, overstrike "no more”

Page 3, line 2, overstrike "than”, after "dollars” insert "for allocation under subsection 4", and
overstrike the semicolon

Page 3, line 3, overstrike "however, a county may receive up to", remove "five", overstrike
"million”, remove "gight", and overstrike "hundred”

Page 3, overstrike lines 4 and 5

Page 3, line 6, overstrike "county road and bridge, farm-to-market and”, remove "federal aid",
and overstrike "road, and"

Page 3, line 7, overstrike "county road purposes”
Page 3, line 12, overstrike "no more than"

Page 3, line 13, after "dollars" insert "for allocation under subsection 4", overstrike "; however,
a county may receive up to", and remove "six"

Page 3, line 14, overstrike "million one hundred’, remove "fifty”, and overstrike "thousand
dollars under this subdivision for each fiscal”

Page 3, overstrike line 15

Page 3, line 16, overstrike "combined levies for county road and bridge, farm-to-market and”
Page 3, line 17, remove "federal aid" and overstrike "road, and county road purposes”

Page 3, line 21, overstrike "no more”

Page 3, line 22, overstrike "than", after "dollars” insert “for allocation under subsection 4", and
overstrike "; however, a"

Page 3, line 23, overstrike "county may receive up to", remove "six", overstrike "million™,
remove "ning", and overstrike "hundred thousand dollars”

Page 3, overstrike lines 24 and 25

Page 3, line 26, overstrike "bridge, farm-to-market and”, remove "federal aid", and overstrike
"road, and county road"

Page 3, line 27, overstrike "purposes”

Page 4, overstrike lines 1 through 3

{2) DESK, (3) COMM Page No. 1 HR-23-1740



REPORT OF STANDING COMMITTEE (410) Module No: HR-23-1740
February 5, 2009 10:22 a.m. Carrier: Drovdal
Insert LC: 90260.0205 Title: .0300

Page 4, line 5, after "hereunder" insert "for aliocation”, after "under” insert "this", and remove
l!3ll

. Page 4, line 7, after "county" insert "for allocation”, after "under” insert "this", and remove "3"
Page 4, line 30, after "hereunder” insert "for allocation” and after "under” insert "this”
Page 4, line 31, remove "3"

Renumber accordingly

(2) DESK, {3) COMM Page No. 2 HR-23-1740
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2009 HOUSE STANDING COMMITTEE MINUTES

Bill/Resolution No. HB 1304
House Appropriations Committee
[[] Check here for Conference Committee
Hearing Date: 2/12/09

Recorder Job Number: 9334
/24

Committee Clerk Signature ///7..

Minutes:

Ch. Svedjan: We will open the hearing on HB 1304.

Rep. Dave Drovdal: | am the carrier of HB 1304. HB 1304 and 1225 are related. We will try
and match them up later. HB 1304 was brought in to raise the dollars going back in oil impact
grants to the counties, cities, and schools. In listening to testimony, and the Governor does
have $14 million dollars into the oil impact grant and $6 or $7 million into this particular part of
the formula in his budget. The Finance and Tax Committee listened to testimony and realized
that there are a couple of areas in the oil field where we are having a little bit of a problem. In
the two I'm going to address first have to do with counties that have a large city in them and
the money going back to that county for the city's share is being all sent to that one community
and the other little outlying communities, I'm going to pick Williams County, because | am
familiar with it. Ray and Tioga were receiving a very small portion of the funding compared to
the impact cost to them. There is some additional language in the bottom of page 1, on page
2, that we hope will address that particular situation, so that we can distribute the money a little
fairer in those counties that have such big towns. In the other counties, the formula has been
working very well. The committee did come to the conclusion that they feel this formula is the
best way to address the long term needs of the impact caused by oil and gas companies. We

actually reduced the money in the oil impact grant fund in HB 1225, and wanted to discuss why



Page 2

House Appropriations Committee
Bill/Resolution No. HB 1304
Hearing Date: 2/12/09

we felt that the money should be in this grant. This particular bill has got the cap completely |
off. The reason that the cap is completely off is because | told the committee that
Appropriation deals with the money and our committee deals with the policy; and the policy
was that we feel that this is the best method to get the money back to the counties. The
committee was under the gun trying to get bills out of committee and we had a number of
amendments and the way the bill was supposed to come out, was that the money would go
back to the counties, cities, and schools as it has in the past. Actually the bill came out that it
goes to the county, townships and cities. It left the schbo!s out. That was not the way it was
told to the committee; it was too late to take it down and redo it because it was scheduled in
Appropriations and the other thing that got overlooked is this bill, last session, Finance and Tax
on this committee put in a 10 mil requirement for the counties in order to qualify for any more
money above their original $5 million cap. That got somehow deleted out of here, that was not
the intent. | do have an amendment that takes care of both of those changes and | apologize
that they were left out (amendment .0303 - Attachment A). We were having a hard time coming
up with a fiscal note.

Ch. Svedjan: We have a fiscal note dated 2/6/09, and | believe that is the most recent.

Rep. Drovdal: | had not seen that. | did get some figures. If crude oil was $35/barrel, ND
sweet crude oil is $35/barrel. The fiscal note would be about $32 million dollars. I'm not sure
what they figured it off. If it were $42/barrel, the fiscal note would be $39 million dollars.

Crude oil right now, ND sweet, is right around $30/barrel or less, right in that area. We're
hoping it goes up.

Ch. Svedjan: Does everyone have a copy of the amendment.

Rep. Williams: The amendment is just fixing the oversight in the bill.



Page 3

House Appropriations Committee
Bill/Resolution No. HB 1304
Hearing Date: 2/12/09

Ch. Svedjan: We're going to cover that in just a minute. As soon as everybody gets the copy
of the amendment.

Rep. Drovdal: There are three counties that | know of that have hit the cap. The problem
counties are mainly Mountrail and Bowman County, who produce the most.

Ch. Svedjan: Please explain the amendment.

Rep. Drovdal: The first part of the amendment basically replaces line 1-31, page 1, with the
fanguage putting the $10 mil back in all three divisions so that it applies in all areas; that they
are required to have a $10 mil levy for their share of road funds before they qualify for any
additional dollars above the old $5 million dollar cap. They are currently ali doing that. The
second part of the amendment, section a, b, ¢ all put the $10 mil in different portions of the
formula. . Putting the schools back in is on the back page, page 6, remove lines 1-17. That
takes this Janguage out and puts the old language back in again, which is the old formula, that
school is in there, it removes this part of the bill, the part that put in townships instead of
schools. It just takes it out.

Rep. Wald: Would roustabout companies and welders, who originally worked exclusively in oil
patch be counted in that labor force, would that be the legislative intent here.

Rep. Drovdal: Thank you for bringing that up. | did miss that. That language is part of the
new formula that we put in to try to address these communities that are highly impacted. The
language came from Rep. Skarphol and the definition wasn’t taken up during our Finance and
Tax committee meeting. We're not positive about how this is going to work since it is new
language. We will be revisiting this next session to see how this works.

Rep. Wald: | would hope that they would, because there are a lot of people, as you well know,
in the oil patch, who are not directly on a derrick trying to discover oil. Those service

companies, | would hope, would be included in that count.
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House Appropriations Committee
Bill/Resolution No. HB 1304
Hearing Date: 2/12/09

Rep. Drovdal: | would think if they are servicing the oil company, they are directly involved,
whether they are driving crude oil truck or whether driving service/work rig, or working on the
rig. | think we can pretty well define which are directly involved. Their paycheck comes out of
the oil field activity. | don't know if that is going to be the biggest chailenge or not.

Rep. Skarphol: There is a needed language change in there. | do have amendments to do
that with the understanding of the committee and the committee chairman, to make it reflect
what Job Service desired with regard to language.

Ch. Svedjan: We haven't moved these amendments yet. Would anyone like to do that.

Rep. Skarphol: | do have amendments to this bill and 1 think it would be appropriate that |
hand them out so that the committee can compare the amendment for purposes of discussion.
It does several of the same things that Rep. Drovdal referred to, but there is a philosophical
difference between these amendments and Rep. Drovdal's amendments in only one way that |
am aware of.

Rep. Drovdal: The committee did hear testimony that the townships are greatly affected and
the reason on HB 1225, we haven't gotten into it yet, the language put in there when we
originally wanted to take the complete cap off to direct that money into the road projects which
would be townships. We did not carry that over in the shuffle and include it, but we did
recognize that the townships are certainly impacted and that there isn’t any direct funding
going into them. We do acknowledge the need for that.

Ch. Svedjan: Thése are .0304.

Rep. Skarphol: | do have some additional handouts just so that the committee can try and
understand what it is that we are trying to address, quite frankly. As Rep. Drovdal stated, the
first section of the bill, on pages 1 and 2, have to do with Williams and Stark County. If you

look at the handout, it has a spreadsheet on it, quite honestly, and Finance & Tax is aware of
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Hearing Date: 2/12/09

. this. | tried to make this as readable as possible. This is based on the first 11 months of 2008,
and | am going to point out certain counties and I'm not saying that each of those counties has
exactly the same amount of money that has flowed to them, but this demonstrates what |
believe is inequity which is inherent in the formula in regard to Stark and Williams counties. If
you start on the right side, where | have these cities starred, and you look across the top of the
first page, is Bowman. The city of Bowman received $620,000. I'm not trying to submit that
the city of Bowman doesn’t deserve that, what I'm saying is that for comparison purposes |
would like you to follow along. In Burke County, the city of Bowbells, about 400 people got
$106.000. The city of Powers Lake, probably about the same size, gets around $80,000,
Divide County, Crosby gets $257,000; Dunn County, Killdeer gets $329,000 and if you look at
Mountrail county, there are three cities there about the same size as Tioga in Williams County,

. all of-which gets close to $200,000 or more. The city of Tioga gets $78,000. Alexander in

McKenzie County gets $121,000. Watford City gets $800,000. What I'm saying is that there is

something inherently inequitable about this formula because of the two large cities involved in

those two couhties. On pages 1 and 2, we tried to address that probiem. It's not an easy
situation to try to address and Mr. Walstad has worked very hard at doing this, and ! would
hope that when the time comes we would have him explain the amendment. Ever since this
formula has been put in place, the small communities in Stark and Williams County have been
shortchanged by comparison to other cities. That's the first issue in this bill that | believe
sincerely needs to be addressed. My community, and I'm not trying to be selfish in this, |
believe that every community needs this. My community, when you get $77,000 as compared
to $250,000, you have even less of an ability to take care of your infrastructure. The last grant

. round on the impact dollars, Tioga applied for $250,000 to fix the street that's in dire need of

repair. The Impact Office said fine, we'll give you $5,000. When you are shortchanged by a
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$200,000 to begin with, that's quite insulting. ! would hope that the committee will recognize
the need to do this and I'm in full agreement with Rep. Drovdal, that we are probably going to
have to revisit how this is done during the next session, because Mr. Walstad has worked very
diligently at trying to accomplish this, and I'm not sure that we will have a finished product yet
in this session because the fiscal note is probably fairly close to what the cost would be for the
changes that are recommended on .0304 but I'm not going to tell you that it's exact.

Ch. Svedjan: We will have Mr. Walstad explain the two amendments so that we fully
understand them.

John Walstad, Legislative Council: Neutral capacity. Explain the amendments that Rep.
Skarphol distributed (Attachment B). | have written numerous bills relating to oil taxes and oil
tax allocations and the various amendments to those bills and discussions of fiscal effect, etc.
That result is 'm extremely confused and I'm here to share my confusion with you.

Rep. Meyer: Referring to .0304, asked for clarification regarding the allocation under this
subdivision must be doubled if the city has more than 7.5 of its private covered employment by
the mining industry. Then on the other side, it says it may not receive a combined total of
more than $500,000 during a fiscal year. If it must be doubled that's $750,000 and then you
are capping in the other section at $500,000 or am | reading that incorrectly.

Mr. Walstad: There is a little trick to this.

Chm. Svedjan: | would like Mr. Walstad to explain both amendments.

Rep. Skarphol: This issue is in both amendments. This is an attempt in .0304 to more
adequately do what ! fully intended to accomplish. In .0303 the language is such that the city
of Williston gets limited in their ability to get any increased money. | am hopeful that Mr.
Walstad has accomplished that, based on his explanation, that Williston would get a certain

amount of money, Dickinson would get a certain amount of money, and then they would share
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in any additional increase that may become available to the county or to the cities in that
formula. I'm not trying to limit the city of Williston and the first run of this did limit the city of
Williston to a certain amount of money. This issue is in both amendments. This is an attempt
to more adequately ensure that the small cities in my county do not get compensated unfairly
as compared to Williston.

Chm. Svedjan: The reason for my request, is that i'm getting the sense that we don’t quite
understand the details of this and that’s going to be necessary for us to act on this bill. So I'm
not looking for a detailed explanation of each of these, but | think the committee would benefit
knowing what each of them does, do we need them both, or what is needed.

Mr. Walstad: Let's look at 70303 amendment presented by Rep. Drovdal. The a, b, ¢,
language being inserted, clears up a potential misunderstanding from the HB 1304 as
introduced. Making it clear that these caps for counties based on population that limit how
much money they can receive from the production tax, come off completely if the county levies
at least 10 mills for road purposes. The other thing that happens here, that Rep. Skarphol's
amendment does not do, is this amendment takes out the change that is on the last page of
the bill. Current law has one allocation formula within the county. When the oil tax money
flows to the county, there is one allocation formula which says 45% goes to county, 35% goes
to school districts and 20% goes to cities in the county on a population basis.

Rep. Skarphol: Under current law, no money flows to townships in the current formula.

Mr. Walstad: Absolutely, current law not one nickel flows directly to townships. The last page
of the bill sets up a separate allocation and for money up to the existing statutory cap for the
counties, the existing formula would govern that allocation. The cap comes off, the money
above that cap get allocated according to this last page allocation, which is 45% to the county,

35% to schools with the current formula would instead go to townships but not directly to
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townships. It goes to the county for the benefit of townships, townships would have to make a
case to the county commission for allocation of funds. But all Qf the money would be for
townships, it would be that the county wouid have to make some decisions on where it goes
according to the need demonstrated. Then 20% to the cities in the county, which is the same
way that it is now. So the only difference in this second allocation formula is that townships
take the place of the schools, and that money instead goes to townships.

Rep. Meyer: When that additional tier is hit, who allocates that? Now according to this
language, the county will have to allocate that differently than how the original formula is done.
Mr. Walstad: Under current law, the allocation to school districts is done at the county level.
All the other allocations are made through the treasurer's office. That would stay in place for
the money to the county, the money to the cities, but the school district allocation is done at the
county level and this township allocation would also be done at the county level, and this
township allocation would also be done at the county level, the money would go to the county
commission and then townships would have to make application to the board of county
commissioners and present their case for whatever the project is that they want funding for.
Rep. Meyer: So these additional monies, after we have hit our cap, they would be given back
to the counties in a lump sum for the county commission to allocate.

Mr. Walstad: Except for the city part, the treasurer would send that directly, and then there
would be a payment directly from the treasurer to the county of the county share and the part
that would be allocated among townships.

Rep. Skarphol: Could we incorporate an amendment that that money could be allocated by the
State Treasurer at the request of counties.

Mr. Walstad: We could certainly do it that way.
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Rep. Skarphol: 'I discussed this with the State Treasurer's office this morning and she sees no
reason why this couldn’t happen because they have a new distribution system within their
office. | think if the counties were to give direction to the State Treasurer’s office as to how
they wanted that distributed, | believe we could amend this to ensure that there was no
expense at the county level with regard to the distribution.

Mr. Walstad: | didn’'t have a discussion with the treasurer's office so | don’t know.

Rep. Skarphol: But if we wanted to put that mechanism in place, there shouldn't be an
additional expense to the county.

Mr. Walstad: | would think that if the county prolvides the treasurer's office a list of the
townships and how much money goes out to them, that could be plugged into the payment
system without a lot of trouble, yet. |

Rep. Onstad: Some counties have unorganized townships, how would that deal with them?
Mr. Walstad: You're correct. In the western part of the state there are a lot of unorganized
townships, that is dealt with on the last page of the bill, beginning on Line 8.

Rep. Kempenich: But 0303 takes out that back section.

Mr. Walstad: Right, | explained that last section just so that | could point out that .0303 takes
that out and all of the money would go out under the current formula and no direct allocation to
townships, school district would receive the 35% that they get under the current formula, but
now of a significantly farger pot of money. The significant differences of .0304, in the first part
there, page 1, replaces 1-14, that is going into a different subsection of taw and carves out a
portion, of the state general fund share of production tax revenue and for cities of 7500 or
more in producing counties the allocation is $375,000 per year — a flat amount. That amount is

doubled if private covered employment in mining is more than 7.5% of the employment for the

city. (see Attachment B). As Rep. Skarphol indicated, that is the language suggested by Job
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Service North Dakota; that's the tracking category that they use. | can't tell you exactly what
the mining industry all includes but | know it's more than the people who are out on the rigs.
Rep. Skarphol: In an analysis that was done for the Association of Qil and Gas Counties, the
president of that group asked for the information from Job Service with regard to jobs directly
related to the oil industry in Williston and Dickinson. The numbers he received were that
Williston was at 22.5% of their jobs directly related to the oil industry; Dickinson was at 4%;
Minot was at less than 1%. Obviously, while we think in terms of the distribution of money
across all the counties for oil related damage, a more significant portion of it probably lies in
the largest cities. | say that because on any given day, on an oit location, | would say that 90%
of the people on that location probably originated out of Dickinson or Williston. So | am trying
to recognize the fact that those cities have a significant amount of impact even though they are
not large land mass areas. This is an attempt, quite honestly, to ensure that they get some
additional compensation. The city of Williston had to increase their budget by $1.25 million
dollars to cover additional wage increases to sustain their current employees and add two
additional employees to do the work that's ‘necessary within the city. They only had a Iirﬁited
amount of resources to work with as a typical city. But in this case, they were directly
competing with the oil sector because of the ratio | juét talked about. Whether or not this
adequately does what needs to be done, if we adopt this amendment, we can actually get a
fiscal note for the effects of it and make whatever changes are necessary on the other side.
Rep. Meyer: One of the problems, we need to change the section of the code for oil and gas
producing counties. That's always been my intent so that we can get more money. | just have
a little problem with this because under this scenario, Dickinson is going to get $208,000 and

Williston is going to get $1.2 million per fiscal year. Here we have two towns, of approx. the
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same size, and we are both impacted quite heavily, and | don't know how this can be fixed, but
this is creating a huge discrepancy between these two cities.

Rep. Skarphol: If you would look at the handout | gave you, you would see that ratio is
somewhat appropriate since Dickinson received $335,000 in this time frame, as opposed to
Williston receiving $800,000. | wasn't trying to disadvantage Dickinson in any way, but i
thought there was a relationship between the amount of money that should flow to a city, and
the number of jobs directly related to the oil industry and quite frankly you have to set a
threshold somewhere. | thought it appropriate that Williston should receive more money than
Dickinson. We can discuss that.

Rep. Wald: What happens is if you were to look going west on 194 at about 6:30 am or
Highway 22N, this is when people who work in the patch are leaving Dickinson, and I'm sure
that the same thing happens in Williston. They work in Billings or Dunn counties during the
day, but at night they are back in Dickinson. We get the school kids. We get the social impact,
the police impact, and those kinds of things, but we don't get the revenue because Stark
County’s oil production is probably at an all-time low in the last 20 years. This tends to correct
that inequity and | agree with the amendments, so that we are finally addressing this. | don’t
know whether legitimately Williston should get $875,000 and Dickinson $335,000 but it's much
of an improvement to Dickinson, where there is a lot of impact, like | said we get the social
impact but the production where these people work is in other counties.

Rep. Kaldor: The allocation is $375,000 is like a base amount for those communities and then
the rest of it follows that formula based on employment. How did you arrive at the base
amount.

Rep. Skarphol: |did not arrive at the base amount, | relied on Mr. Walstad for that base

amount. You're absolutely correct, the $375,000 does flow to each city, and the doubling of it
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based on the number of jobs directly related to the oil industry or mining industry, which is what
Job Service prefers; in order to try to ensure that a city that has a larger population in the
mining industry gets compensated more.

Rep. Delzer: This is over and above the money from removing the cap.

Rep. Skarphol: Yes because | didn't want to take away from the other areas. That was a
philosophical decision | made in having the bill drafted.

Chm. Svedjan: We have here a set of amendments proposed by Finance & Tax to take care
of a couple of oversights that occurred when the bill was in their community, and then
additionally we .0304 before us which is the set of amendments provided by Rep. Skarphol.
I’'m still wondering of the compatibility of those two sets of amendments.

Mr. Walstad: They are similar in some respects, but significantly different in others. | haven't
discussing .0304 yet. That first part of the .0304, subdivision b underscored language, Rep.
Skarphol touched on this, $375,000 for a city of 7500 or more, with 2% or more employment in
mining. Any city could qualify, as it happens, only Dickinson and Williston qualify. The city of
Minot would not receive this sort of allocation, even though Ward County has some oil
production now; then that amount is doubled at more than 7.5%, and as Rep. Skarphol
indicated, currently that applies only to the city of Williston. They will get $750,000 per year
under this provision. That is not the limit of how much money the city of Williston can get and
$375,000 is not the limit of how much the city of Dickinson can get. This is a separate
allocation, to kind of pull out a part of the funding for those cities so that it does not impact the
allocations going on within the county. On page 2 of .0304, Rep. Meyer asked about the
$500,000 language being inserted (toward bottom of page). This goes into that excess
allocation among cities in two places, so what the cities are getting from the existing

distribution formula if you will, if the city would otherwise receive more $500,000, that's
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. capped. For the city of Williston, $750,000 under subsection 1, and the significance here is
this referenced the $500,000. That refers to subsection 4 and 5. There is a $500,000 limit
under 4 and 3, $750,000 for Williston under subsection 1. The two amounts can be added
together. Williston then, capping out would be at $1.25 million dollars per year. The city of
Dickinson, capping out would be at $875,000 total per fiscal year. Now Stark County is not
one of the counties that is at that cap number. I'm not exactly sure what the math says that
Dickinson wouid receive. The fiscal note relates to the bill as submitted and it had that three
steps of $208,000. All of that would be gone with the .0304 amendments. With the .0303
amendments that would still be there.
Rep. Wald: The amendment, .0304 under subsection b, where it says engaged in the mining
industry, that is construed by Job Service to mean oil and gas production, correct.
Mr. Wals_tad: My understanding is it includes oil, gas and coal too.
. Rep. Wald: That's where I'm going. if the South Heart plant should become a reality, would
that revenue then be included under this definition.
Mr. Walstad: | believe that employment related to the South Heart facility would be counted as
“mining industry” by Job Service's numbers. One other significant change to the .0304,
bottom of page 2 of the amendments, where you see the page 8, line 6, after townships insert
“or school districts™. That is retaining this last page of the bill draft where we have a separate
allocation, and as | explained, as the biil draft stands, the school districts are left out of this
above the cap allocation money. Townships take their place. This amendment plugs school
districts back in but on the same basis that townships are, which is the township or the school
district would go to the board of county commissioners and demonstrate a need for funding
and the county could award the funding to a combination of townships and school districts; but

. it’s ail need based, it's not just a formula driven check that gets delivered.
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Rep. Wald: Mercer County has oil production now. Could all their mining production be
included in the question | alluded to earlier.

Mr. Walstad: There is that possibility, but | don't think there is a 7500 population city in Mercer.
The threshold would not be met. |

Rep. Wald: The population would take care of that.

Mr. Walstad: The population part is one of the thresholds. Actually it's the first threshold. If
the population is not 7500, then there is no separate treatment for that city.

Rep. Skarphol: | spent a great deal of time thinking about this whole thing overnight last night,
and | had some consternation about adding school districts back in simply because | don't
believe that we intended, in considering that we needed to do some additional funding for
counties to take care of the infrastructure that we intended to increase school funding in those
counties but rather that we intended to increase funding to take care of infrastructure. Now the
schools do have an issue with regard to the bad infrastructure, in that is that their school buses
get pounded to death driving on these roads. | don’t argue that point. | would ask that if we
adopt .0304 to say “school district repairs due to the infrastructure damage. That way it would
limit it to, for example, buying a new bus, but it would not allow grants to school for purposes of
funding the school, just to fund the schools. | also believe that strictly deleting the last page (6)
of this, and putting the money straight into the existing formula, would not accomplish what
was intended. it would result in schools getting more money, townships getting no money, and
| don't think that's what any of us really envisioned as to what we wanted to try and accomplish
with oil taxes, changes in the oil tax law. If Rep. Drovdal would like to respond to that |
wouldn’t have a problem. We did not envision just funding the schools.

Rep. Meyer: All of that would be on a grant basis from the County Commissioners, that's how

it wouid be allocated.
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Rep Skarphol: Absolutely, but as | stated earlier, | am certain that we could put in place an
amendment that would make the State Treasurer's office distribute that at the request of the
county commissioners, so that we would not incur any costs.

Rep. Drovdal: The Finance and Tax Committee understands the damage out there is mostly
on infrastructure and that's where they have not been able to keep up on that, so | would
assume that would be a friendly amendment and go in the direction that the Finance & Tax
Committee wanted it to go in. | should also add, like | mentioned earlier, there’s no cap on
this, and this is directly related to the funding, if you should end up putting a cap on this again,
which we hope you don't, last session when we added that $1 million dollars into the $5 million
dollar cap making it $6 million dollars, we sent that just to the county. Now under this formula,
we didn’t want any more formulas in there so we took that out. So if you don't put over a $2
million dollar higher cap on it, the counties will actually get less money, because they will only
get 45% of that first million, and 45% of that second million. So they would take a $100,000 hit
with the $8 million dollar cap. We feel this is a longer term solution in this formula than in the
impact grant money which will come up in HB 1225, because this is based on the production in
that county, and that is where the damage is related to the production costs. That's one of the
reasons we had this as our policy.

Rep. Kempenich: On page 2, what are you talking about . If we take the cap off, we shouldn’t
have to have any fanguage in there, should we.

Rep. Drovdal: If we take the cap off, the counties are going to get additional money. Only
about 2 counties will get above the cap. If you do restrict it, and putting caps back on,
remember please that specification that we did last time in order to get the money out to the
counties, so that they got 100% of it, so they go the whole million. If you put the cap back on,

and put the formula back in, of the first million, they are only to get 45% of it, and the same on
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. the second million. They are going to be 10% short of getting what they got the time before if
they got the cap.
Rep. Skarphol: I'm not sure | understand what you are saying about 0303 and .0304 are not
intended to affect the cap that you are referring to.
Rep. Drovdal: Right. We don't want to send out less money to the counties.
Rep. Skarphol: In listening to the discussion on .0304, if we were to amend .0304, to say that
school district repairs due to infrastructure damage, would your committee be open to that.
Rep. Drovdal: Yes. | think that would address the concerns.
Rep. Skarphol: | would move amendment .0304 with two additional amendments. On page
8, we include the language as reflected on the amendment of the “school district repairs due to
infrastructure damage" on lines 6, 7, and 8. | believe that is the only place necessary but if not,
. LC will accomplish that. Secondly, that we would include language that the State Treasurer's
office would distribute the money as requested by the county commission. Therefore it would
alleviate any angst that the county auditors have with regard to the substantial dollars that they
would have to invest in a new computer program to distribute that money.
Rep. Wald: Might you consider language, “school district transportation issues” to make it
clear.
Rep. Skarphol: Whatever the committee wishes in that regard, just so it's not simply
distributed to the schools for school aid purposes; but rather to rectify any issues that they
have because of that infrastructure.
Ch. Svedjan: We will have LC work up that language for us but | think we can move on that

amendment. Is there a second to the motion.

. Rep. Wald: Second.
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Rep. Delzer: The language you want to put in there for the State Treasurer to do that. Should
we include language that the county has to communicate to the State Treasurer annually so
that they don’t change that every month.

Rep. Skarphol: That would be fine if we were to make that stipulation. | would so move that it
be included in the amendment.

Rep. Delzer: | don't know if they would do that or not, | don’t know if annual is the right
reporting time period, but that could certainly be put in now and it could be dealt with, this bill is
not done yet. It could be dealt with.

Ch. Svedjan: We would include language on the frequency of distribution changes.

Mr. Walstad: In that language about the direction being given to the State Treasurer, | think it
would be good to include some language about “in a format prescribed by the Treasurer” so
that everybody is not submitting reports that the Treasurer's office doesn't get or uﬁderstand.
Chm. Svedjan: That is also inherent in the motion?

Rep. Skarphol: Yes.

Ch. Svedjan: This is a complicated issue, but an important issue. It takes a great deal of time
to get people up to the level of understanding that they need. We have before us a motion for
the adoption of .0304 with the three noted changes: 1) limiting the school district's use of
request for funds for damage that results from transportation issues, damaged infrastructure;
2) include language that the State Treasurer would distribute the money at the request of the
county commissioners in a format prescribed by the State Treasurer; and 3) language that
relates to the frequency of distribution changes. That's the best | can summarize that.
Additional discussion. Hearing none, voice vote. Motion carried.

Rep. Skarphol: | move a Do Pass as amended on SB 1304.

Rep. Wald: Second.
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Rep. Meyer: Then | have one question, if we don't adopt .0303, what happens to the 10 mills.
Is it in the second version.

Ch. Svedjan: Yes, itis.

Rep. Glassheim: Could you explain about the removal of all caps. One effect clearly is that
$30 million dollars is removed from our oil revenues. What prevents this from being $40
million, $50 million, or $200 million dollars going forward. I'm not sure how the caps work.
Rep. Skarphol: Mr. Walstad could address this better. But the distribution to cities and
counties is based on a percentage of the production tax that is in place; a reiatively small
percentage of it, you might say, and as oil revenues increase, certainly the amount flowing to
the counties will increase as well. The state will be realizing increased revenue to a much
larger extent than what the dollars amount would increase flowing to cities and counties. |
guess if we need to revisit the issue in the future, we can certainly do that. At this point in time,
| believe this to be a long-term desirable solution.

Rep. Glassheim: So there is a cap still in the sense that they only get a certain percentage of
thel total tax.

Mr. Walstad: . That's a good point. Obviously changes occur in the industry. It's hard to create
a formula at the state level that addresses or anticipates all those things. Five years ago, the
cap on allocations didn’'t mean a thing in Mountrail county. But it does now. It means a
significant change in what they might otherwise be able to receive. | understand that oil
production areas in the state are going to continue to change in the leve! of production, drilling,
exploration, will move as things change. It's going to be necessary for the iegislature to keep
an eye on this allocation formula as time goes on. The way it is structured here is, | think,
intended to deal with the situation we are in now and the foreseeable future. Five years is a

huge time gap in the oil industry in this state.
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Rep. Glassheim: Does 20% of the 5% gross production tax go into the oil impact fund? And
raising the 6 million cap on the oil impact fund and allowing all of the 20% of the 5% to go to
the three or four entities, do | understand that correctty?

Mr. Walstad: The way the law sits now, the first 1% of production tax, 1/3 of that amount
would go to the impact fund, but for the $6 million cap that's there now; 2/3 goes directly into
the general fund. The .0304 amendment would change that and take from the part that flows
directly to the general fund now, an amount that would probably total $750,000 plus $375,000,
approx., over a million doliars.

Rep. Nelson: 1t appears that Minot will enter the fray at some time. When they do, by
removing the caps, they will be plugged into the system as | understand it. If Minot met the
requirements of the 1% or 2%, whatever the employment is, and they will at some point in
time, will they just come into the system. It won't detract from the other cities and counties in
the state at that point.

Mr. Walstad: That is exactly right. As you indicated, Minot is kept out for two reasons. They
have less than 2% of the mining employment, the 7500 population is obviously there, and
Ward county doesn’t have that great of a level of oil production now, but they probably will, and
when that happens this would address that situation, if Minot has 2% or more in mining
employment, and a significant amount of oil production. Then Minot will begin to be eligible for
the $375,000 directly, plus $500,000 in the other part of the allocation formula and at 7.5%
directly related mining employment, would be eligible for $750,000 plus $500,000. Minot could
work its way into this, if Ward County production rises significantly.

Rep. Onstad: Every county has a cap and that's based on the production of oil. If oil
production goes down, your national drivers go up. But if that production goes up, those

revenues will increase. But because the oil production goes up, the significant impact stil
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increases. That's the purpose of changing the formulas to adequately address what the
increased oil activity does to any particutar county. Really, every county is kind of held
separately in this situation. The cap is the production of oil and that's how it currently goes.
Ch. Svedjan: We have a Do Pass as amended motion. We adopted .0304 with three
additional amendments. Further discussion.

Rep. Dosch: That's my question. I'm just trying to quantify what this means to these
counties. This has a fiscal note of $33 million dollars. | understand that they have been
impacted by the oil revenue but what I'm trying to get at, is do they $5 million dollars more to
fix their roads, do they need $10 million, do they need this $30 million one time and then they'll
be in pretty good shape?

Rep. Skarphol: We had a presentation in Williston, by DOT, | think there are a few statistics in
here that might be enlightening for the committee. In the oil producing counties, there is about
2500 miles of state highway. There are about 34,000 miles of county and local roads. The
number of trucks annually, related to oil and gas activity, is 1,855,450; that compares
statewide to agriculture’s 1.3 million and manufacturing’s 820,000. Out of 3.975 million trucks
annually in the state of North Dakota, nearly half of them are in western North Dakota. One
semi at 105,500 Ibs. does the same amount of damage to the road as 25,000 cars. That's a
tremendous change. When you look at what's required of a drilling operation and the number
of trucks involved. it takes between 150 and 230 truckloads to go into a location, come out of a
location, to drill a well, per well. Our local gravel roads are getting the damage. That's what
we're trying to solve here. Obviously it's a lot of money, but it also generates a substantial

amount of money for the state’s general fund.
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. Chm. Svedjan: Rep. Dosch’s question went a littte further. 1 think what you were trying to
connect was based on the amount of funds this formula would send to a county, what they
need of that amount for road improvements.

Rep. Skarpho!: | would submit that virtually every dime would go to road repairs, not to build
new ones. To fix the roads that have been pounded to death by that kind of traffic.
Ch. Svedjan: Further discussion on the motion. We will take a roll call vote on HB 1304.

21 YES 0 NO 4 ABSENT DO PASS AS AMENDED CARRIER: Rep. Skarphol
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90260.0304 Prepared by the Legislative Council staff for
Title. Representative Skarphol
February 11, 2009

’ PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1304

Page 1, replace lines 8 through 14 with:

"1.  First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit.

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million
dollars per biennium, including any amounts otherwise appropriated
for oil and gas impact grants for the biennium by the legislative
assembly--and-who-shall-erodit:
Allocate three hundred seventy-five thousand dollars per fiscal year to
each city in an oil-producing county which has a population of seven
thousand five hundred or more and more than two arcent of its
rivate covered employment engaged in the mining industry,
according to data compiled by job service North Dakota. The

allocation under this subdivision must be doubled if the city has more
than seven and one-half percent of its private covered employment
engaged in the mining industry, according to data compiled by iob
service North Dakota: and

. c. Credit the remaining revenues to the state general fund.”

1o

Page 1, remove lines 21 through 24

Page 2, remove lines 1 and 2

Page 2, line 3, replace "¢." with "p.”
Page 2, remove lines 7 through 12
Page 2, line 13, replace "s.” with "c."
Page 2, remove lines 17 through 22
Page 2, line 23, replace "g.” with "d."

Page 2, line 25, replace "{" with "¢"

Page 3, line 4, after "subdivisien” insert ", A county may receive the full amount to which it is
ke over "fer-each-fisoal"

entitled under subsection 2" and remove the overstri

Page 3, remove the overstrike over lines 5 and 6

. Page 3, line 7, remove the overstrike over “road-and-eounty-read-purpeses”

Page No. 1 90260.0304



Page 3, line 15, after "subsdivisien” insert *._A county may receive the full amount to which it is
entitled under subsection 2" and remove the overstrike over "fer-each-fiseal-yearif

during-thatfiseal-year-the-eeunty-toviesa

Page 3, remaove the overstrike over line 16

Page 3, line 17, remove the overstrike over "farr-to-market-and-foderal-ald-readand-county
read-purpeses”

Page 3, line 25, after "subdivisien” insert ". A county may receive the full amount to which it is
entitied under subsection 2" and remove the overstrike over "fer-eaeh-fiseal-yoar"

Page 3, remove the overstrike over lines 26 and 27

Page 3, line 28, remove the overstrike over "read-end-eeunty-road-purpeses’

Page 4, remove the overstrike over lines 1 through 3

Page 5, line 3, replace "that did" with "._An incorporated city may not receive a combined total

of more than five hundred thousand dollars during a fiscal year under this subsection
and subsection 5." .-

Page 5, remove line 4

Page 6, line 6, after "townships” insert "or school districts"

Page 6, line 7, after "townships" insert "or_school districts”

Page 8, line 8, after "roads" insert "or to school districts”

Page 6, line 14, replace "that did not receive any” with "._An incorporated city may not receive

a combined total of more than five hundred thousand dollars during a fiscal year under
this subsection and subsection 4."

Page 6, line 15, remove "allocation under subdivision b of subsection 2."

Renumber accordingly

Page No. 2 90260.0304
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February 12, 2009

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1304

Page 1, replace lines 8 through 14 with:

"1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit;

a.

134

c.

Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six miltion
dollars per biennium, including any amounts otherwise appropriated
for oil and gas impact grants for the biennium by the legisiative
assembly;and-who-shall-eredit;

Aliocate three hundred seventy-five thousand doliars per fiscal year to

each city in an oil-producing county which has a population of seven

thousand five hundred or more and more than two percent of its
rivate covered employment engaged in the mining indust

according to data compiled by job service North Dakota. The
allocation under this subdivision must be doubled if the city has more

than seven and one-half percent of its private covered emplo ment
engaged in the mining industry, according to data compiled by iob
service North Dakota: and

Credit the remaining revenues to the state general fund.”

Page 1, remove lines 21 through 24

Page 2, remove lines 1 and 2

Page 2, line 3, replace "¢c.” with "b."

Page 2, remove lines 7 through 12

Page 2, line 13, replace "e." with "¢."

Page 2, remove lines 17 through 22

Page 2, line 23, replace "g." with "d."

Page 2, line 25, replace "{” with "¢"

Page 3, line 4, after "subdivisien” insert "._A county may receive the full amount to which it is
entitled under subsection 2" and remove the overstrike over "fer-each-fiseal"

Page 3, remove the overstrike over lines 5 and 6

Page 3, line 7, remove the overstrike over "road:-and-countyroad-purpeses”

Page No. 1 90260.0305

1=



Page 3, line 15, after "subdivisien” insert ", A county may receive the full amount to which it is
entitled undt_er subsection 2" and remove the overstrike over "fereach-fisealyearif

Page 3, remove the overstrike over line 16
Page 3, line 17, remove the overstrike over *aFm-te-Fnaerl-armederakepd-read-aﬁd-eeun-ty
road-purpeses”

Page 3, line 25, after "subdivisien" insert . A county may receive the full amount to which it is
entitled under subsection 2" and remove the overstrike over " } .

Page 3, remove the overstrike over lines 26 and 27

Page 3, line 28, remove the overstrike over "rend-and-eounty-road-purposes”

Page 4, remove the overstrike over lines 1 through 3

Page 5, line 3, replace "that did" with ", An incorporated city may not receive a combined total

of more than five hundred thousand dollars during a fiscal year under this subsection
and subsection 5."

Page 5, remove line 4

Page 6, line 6, after "townships” insert "or school districts”

Page 8, line 8, after "roads" insert "or applications by school districts for repair or replacement
of schoaoi district vehicles necessitated by damage or deterioration attributable to travel
on oil and gas development-impacted roads”

Page 6, line 11, after the underscored period insert "The state treasurer annually shall make
ayments to townships and school districts, and to the county on behalf of unorqanized

townships, within the county upon receipt of a schedule of recipients and allocation
amounts submitted by the board of county commissioners in a format prescribed by the

state treasurer."

Page 6, line 14, replace "that did not receive any” with ". An incorporated city may not receive

a combined total of more than five hundred thousand doilars during a fiscal year under
this subsection and subsection 4."

Page 6, line 15, remove “allocation under subdivision b of subsection 2."

Renumber accordingly

Page No. 2 90260.0305
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REPORT OF STANDING COMMITTEE (410) Module No: HR-28-3016
February 16, 2009 7:21 p.m. Carrier: Skarphol
Insert LC: 90260.0305 Title: .0400

REPORT OF STANDING COMMITTEE
HB 1304, as engrossed: Appropriations Committee {(Rep. Svedjan, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (21 YEAS, 0 NAYS, 4 ABSENT AND NOT VOTING). Engrossed HB 1304
was placed on the Sixth order on the calendar.

Page 1, replace lines 8 through 14 with:

"1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oit and one-fifth of the tax on gas must be
deposited with the state treasurer who shall ered;

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million
dollars per biennium, including any amounts otherwise appropriated
for oil and gas impact grants for the biennium by the legislative
assembly;-and-who-shall-eredit;

Aliocate three hundred seventy-five thousand dollars per fiscal year

to each_city in_an oil-producing county which has a population of
seven thousand five hundred or more and more than two percent of
its private covered employment engaged in the mining_industry,
according to data compiled by job service North Dakota. The
allocation under this subdivision must be doubled if the city has more
than seven and one-half percent of its private covered employment
engaged in the mining industry, according to data compiled by job

service North Dakota; and

34

¢.  Credit the remaining revenues to the state general fund.”
Page 1, remove lines 21 through 24
Page 2, remove lines 1 and 2
Page 2, line 3, replace "c."” with "b."
Page 2, remove lines 7 through 12
Page 2, line 13, replace "e."” with "¢."
Page 2, remove lines 17 through 22
Page 2, line 23, replace "g." with "d."

Page 2, line 25, replace "f" with "¢c"

Page 3, line 4, after "subelivisien” insert . _A_county may receive the full amount to which it is

entitled under subsection 2" and remove the overstrike over "foreach-fiseat”

Page 3, remove the overstrike over lines 5 and 6

Page 3, line 7, remove the overstrike over "read-and-county-road-purpeses”

Page 3, line 15, after "subdivisior" insert ". A county may receive the full amount to which it is
entitled under subsection 2" and remove the overstrike over "fer-cach—fiseal-yeari

{2) DESK, (3) COMM Page No. 1 HR-28-3016
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REPORT OF STANDING COMMITTEE (410) Module No: HR-28-3016
February 16, 2009 7:21 p.m. Carrier: Skarphol
Insert LC: 90260.0305 Title: .0400

Page 3, remove the overstrike over line 16

Page 8, line 17, remove the overstrike over tarf-te-merket-and-federal-aid-road—and-eounty
road-purpeses”

Page 3, line 25, after "subdivision" insert "._A county may recsive the full amount to which it is
entitled under subsection 2" and remove the overstrike over "for-each-fiseal-year"

Page 3, remove the overstrike over lines 26 and 27

Page 3, line 28, remove the overstrike over "road-and-eountyread-purpeses”

Page 4, remove the overstrike over lines 1 through 3

Page 5, line 3, replace "that did” with "._An incorporated city may not receive a combined total
of more than five hundred thousand doliars during a fiscal year under this subsection

and subsection 5."
Page 5, remove line 4

Page 6, line 6, after "townships” insert "or school districts”

Page 6, line 8, after "roads" insert "or applications by school districts for repair or replacement

of school district vehicles necessitated by damage or deterioration atiributable to travel
on oil and gas development-impacted roads"

Page 6, line 11, after the underscored period insert “The state treasurer annually shall make
ayments to townships and school districts, and to the county on behalf of unoraanized
townships, within the county upon receipt of a schedule of recipients and allocation
amounts submitted by the board of county commissioners in a format prescribed by the

state treasurer."

Page 8, line 14, replace "that did not receive any" with ", An incorporated city may not receive
a combined total of more than five hundred thousand dollars during a fiscal year under

this subsection and subsection 4."

Page 8, line 15, remove "allocation_under subdivision b of subsection 2."

Renumber accordingly

{2) DESK, (3) COMM Page No. 2 HR-28-3016
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2009 SENATE STANDING COMMITTEE MINUTES

Bill/Resolution No. HB 1304
Senate Finance and Taxation Committee
[ ] Check here for Conference Committee
Hearing Date: 03/10/2009

Recorder Job Number: 1058%)
- n . "

Committee Clerk Signature { m /uj( /{ )W\b
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Chairman Cook: Opened hearing on HB 1304.

Minutes:

Representative Bob Skarphol, District 2: Testified as sponsor and in support of the bill.

(Explained the bill.) See Attachments #1 for charts and #2 for proposed amendment as part of
. testimony. Proceeds to go through chart and compares amounts given to starred cities.

19.15 Chairman Cook: You mentioned you are replacing schools with townships, so schools

would get none of this money?

Representative Skarphol: None of the additional money. They will not lose anything from

where they are currently funded, but by taking the caps off, if you don’'t make that change

obviously the schools get more money and | didn't think that was appropriate. | think it is

imperative that we improve the infrastructure and be doing that | would submit to you that the

schools will benefit dramatically because there is less county money needed to do that repair

and more that can be used for other things.

Senator Triplett: On your handout, the 2009 production numbers from the office of the state

treasurer, what did you mean exactly by the 9 months in 2009 production? The fiscal year
. starts in July of 08’, that would get us to the end of March and we are not there yet. What did

you mean exactly?
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Senate Finance and Taxation Committee
HB 1304

Hearing Date: 03/10/2009

. Representative Skarphol: He had the latest numbers, and | believe you are correct that they
are through February.
21.15 Representative David Drovdahl, District 39: Testified in support of the bill. In the
House Finance and Tax committee we looked at both HB 1225 and HB 1304. HB 1225 deals
with the impact grant funds, but money that is given out by the land department to entities such
as ambulances, fire departments, and townships and counties that are not oil producing
counties but have the impact. We determined that HB 1304 is the long term solution for the oil
and gas counties. We did have difficulty because of time restraints and fiscal notes with the
amendments. We sent our intent to the appropriation committee knowing that there was a flaw
in the amendments and they re-amended it got to the floor and we realized there were other
flaws. That is why you have the amendments because flaws were discovered after it was on

. the floor of the House and we want to get them corrected. We found that we did not address
the impact problems with the oil companies. Production tax on oil is nothing more than
property tax. It is the only way that the local counties and cities and schools can recover the
cost that the service has provided to those industries. We have always acknowledged that the
people getting the services should be paying the bill. When we have that cap on of $6 million,
for instance Montrail and Bowman County both hit that cap within 2 to 3 months. But their
expenses went on for the other nine months. It is a fairness issue. We are now back to correct
this. The main impact is on the roads and buildings. We thought administrated by the counties,
but it was still by the State Treasurer's Office — it was our intent the whole time. Please amend
the bill.
27.40 David Hynek, Chairman, Mountraii County Board of Commissioners: See

- .Attachment #3 for testimony in support of the bill. Also brings chart that was not passed out
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. showing the parts of Mountrail County that are affected by the Oil Industry (Shows 284 active,
27 drilling, 199 confidential, 57 LOC- new, total of 567 locations).
40.45 Vice Chairman Miller: In regards to dust, do you see production loss due to dust in
crops and/or livestock?
David Hynek: | have a quarter of land that lies along a major county road that is used daily by
the oil industry. | farm on one side of that road and | had durum wheat seeded on that land
last year and at harvest that field, 300 yards in, the preduction was 2/3 less than the rest of the
field. Those plants could not breathe.
42.14 Sandy Clark, North Dakota Farm Bureau: Testified in support of the bill. Reads policy
on supporting increased funding from the oil and gas gross production tax for the impacted

counties, cities, and schools; also supporting putting townships in the formula and raising the

. cap as well.

43.07 Les Snavely, Commissioner of the City of Bowman: See Attachment #4 for
testimony in support of the bill.

45,35 Ron Ness, North Dakota Petroleum Council: See Attachment #5 for testimony in

support of the bill.
46.38 Lowell Cutshaw, City Administrator, Watford City: Testified in support of the bill.
Granted we do get a good portion of the money currently. We have put that money to good
use in infrastructure. We have increased our police and fire service, our fire and ambulance
calls have nearly doubled. Last year the city participated in a $7 million reconstruction of Main
Street, which upgraded the street, water, and the sewer infrastructure. In order to fund it, we
issued general obligation bonds, water and sewer bonds, and oil and gas revenue bonds. It is
m. our hope to put the oil and gas money to work to retire those bonds. In the last two years we

increased our water and sewer rates by over 40% to help fund infrastructure improvements in
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. order to serve the needs of industry. About 30% of Watford City's water sales are to the oil
industry and we are anticipating another project to upgrade that portion of the system.
Currently when the trucks are filling there are other areas of the town that barely have any
water pressure. Last year our water department saw a $100,000 surplus mainly due to bulk
water saies. The down side to that is even a modest project is about $500,000 so we would
have to bank for five years in order to fund a project. We have paving of gravel roads in the
subdivision where the majority of the oil workers are located on tap for this year. The city relies
on the oil and gas revenues to support the city.

49.00 Kenneth Steiner, Chairman, Bowman County Commission: See Attachment #6 for
testimony in support of the bill.
50.45 Chairman Cook: Bowman County, does it all have organized townships?

. Kenneth Steiner: No.
Chairman Cook: How many organized townships do you have?
Kenneth Steiner: | don't know the number, but a little over 1/3 of the western half is not
organized. So we have to take care of them.
51.40 Senator Dotzenrod: What is the county mill levy for roads?
Kenneth Steiner: We have 10 mills; we put about $5.5 million in road budget per year. We
reach the cap in about 2 months.
52.15 Lynn Brackel, County Commissioner, Bowman County and Resident of Bowman
Township: See Attachment #7 for testimony that he represented.
Chairman Cook: Are you at your cap?
Lynn Brackel: We are about there.

. 53.35 Vicky Steiner, North Dakota Association of Oil & Gas Producing Counties: See

Attachment #8 for testimony in support of the bill as amended.
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. 57.30 Chairman Cook: Can you get us a list of the trust funds that the royalties from the state
owned wells go to?
Vicky Steiner: Yes.
Chairman Cook: You made a comment earlier in you testimony about the treasure not issuing
the check and auditor is what checks are you referencing?
Vicky Steiner: The state collects the money and it distributes gives 45% to the counties by the
State Treasurer and then 35% are also going to go to the counties so they can allocate to the
townships.
Chairman Cook: If the state treasurer sends the money to the counties, the checks you are
talking about are the checks that go to individual cities and townships?
Vicky Steiner: It is just this new township and school districts that get the checks from the
. county.
Senator Dotzenrod: You were taking us through some of the amendments. The last two lines
of the amendments fit in right at the very end of the bill, and if you look at the last sentence of
the bill, it says apportionment among cities under this subsection must be based on population
of each incorporated city. Then this amendment adds ancther sentence, determining the
population of any city that receives a direct allocation under subsection one that city’'s
population for purposes of this subdivision must be reduced by 40%. So when it refers to this
subdivision, they are talking about the subdivision we are in right at the end of the bill, and
when they refer to subsection 1 they are going up to the front part of the bill where they are
talking about on lines 16 and 17 where it says $500,000 each city which has a population
7,500, so that 40% reduction is that supposed to be a reduction of the population that is
.referred toin lines 16 and 177

Vicky Steiner: | will have a new chart this afternoon with the amendments applied for you.
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Senator Dotzenrod: That is consistent with Representative Skarphol?

Vicky Steiner: | agree that line was difficult to follow.

1.02.20 Jeff Engleson, Director, Energy Development Impact Office: See Attachment #9
for testimony in support of the bill.

1.03.42 Corey Bristol, Chief Deputy, Mountrail County Sheriff's Department: See
Attachment #10 for testimony in support of the bill.

1.05.45 Chairman Cook: Any further testimony? (no) Closed hearing.
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Chairman Cook: Reopened discussion.

Senator Triplett: We do have some amendments in our information acted on.

Senator Oehlke: Reviewed the amendments. Not sure what it does to the fiscal note.
Senator Hogue: It kicks it up.

4.10 Senator Anderson: What does it mean that in determining the population of any city?
Senator Oehlke: It is self explanatory.

Senator Triplett: | think the idea is to decrease the funds to Williston and Dickenson and
therefore give more money to the smaller cities and counties.

Chairman Cook: | have some questions regarding the impact fees on all of the different bills
that are out there. Is anyone on the tax department keeping track of all of them? SB 2229 was
amended, so where is the fiscal note now?

Kathy Strombeck, Tax Department: Now it is a cap removal and the fiscal impact is $23
million.

Chairman Cook: What was the fiscal note of the Governor’s bill?

Kathy Strombeck: $7.7 million.

Chairman Cook: The impact fees in the Governor’s bill, that was what bill number?
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. Kathy Strombeck: That may have been in SB 2229 as well.

Chairman Cook: Was that SB 20887 Maybe not. What was the impact fee in SB 22297 Or
way that included in that $23 million dollar fiscal note?

Kathy Strombeck: No, there was also a $4 million increase in the impact fund.

Chairman Cook: So it went to $10 million?

Kathy Strombeck: Yes.

Chairman Cook: Was that $4 million part of the $23 million fiscal note?

Kathy Strombeck: Yes. The $23 million was just the cap removal.

Chairman Cook: What other bills are out there besides 13047

Kathy Strombeck: The distributions, HB 1225, Vicky Steiner probably knows all of these.
Chairman Cook: Asks Vicky Steiner if she has a handout for the committee.

. 7.58 Vicky Steiner, North Dakota Association of Oil and Gas Producing Counties: See
Attachment #1 for charts showing impact of the bills that is out there. Dickenson and Williston
are the cities that are affected by the change between the large and the small cities. As you
discussed Dickenson would get $500,000 per year and $1 for Williston.

Chairman Cook: Do you know what the fiscal note would be with these amendments?

Kathy Strombeck: The capital was overstated in 1304.

Chairman Cook: Is there a new fiscal note for 13047

Kathy Strombeck: $35 million is the most recent but that is inaccurate because it still has $33
for the cap removal provisions and the legislative council wrote down the OMB forecast at the
end of February and based on that forecast which has been adopted by both appropriations
committees, that forecast would change the $33.2 million fiscal impact on cap removal to $23.8

. million.

Chairman Cook: Without caps the fiscal note will vary with the oil prices.
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. Kathy Strombeck: Yes.

13.45 Senator Dotzenrod: On the chart that we have, is this additional money something that

would require us to have an appropriation on this bill? It looks to me like we are spending

general fund money.

Chairman Cook: It will have a fiscal impact and will go to appropriations.

Senator Dotzenrod: Are these dollars general fund doilars?

Kathy Strombeck: It will come out of the general fund, | believe they are even coming out of

the 1% of gross production tax that doesn't go to the counties; the 1% that impacts that first

20% of gross production tax.

Senator Triplett: On the fiscal note dated Feb. 17", you have explained that the county fees

will go down because of the change in oil price and production estimates, but the cities are
. listed at $2.25 million, but on the chart that Vicky Steiner gave me says $4.6 million, what is

the difference?

Kathy Strombeck: That is a good question. | am not sure what that difference is.

Chairman Cook: Where are you seeing that?

Senator Triplett: On Vicky Steiner's copy. The difference must be the price of this

amendment.

Vicky Steiner: Those are the existing caps.

Senator Triplett: Can you find out what the effects of the amendments will be?

Kathy Strombeck: Yes.

17.55 Senator Triplett: Maybe what the Skarphol amendments do is not increase money to

the cities at all but rather just redistributes the money between the cities?

. Vicky Steiner: No, he is increasing the amount by twice what is there.
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. 19.14 Senator Hogue: Do you think that we lose any flexibility if we do not pass this bill and
work on SB 22297
Chairman Cook: SB 2229 removed the caps. | hate to go home with the caps removed. |
am not against finding a place to put these caps. We are having problems with these bills
being separated and sooner or later they will all end up in conference committee. They are
going to have to get balanced and the question is how we get there. | would be like to go back
to this bill with caps on it. There is merit in having caps at some point. We all know that when
we go home there is need for more money into the oil impact counties.
22.00 Chairman Cook: See Attachment #2 for copy of SB 2229 for the committee to refer to.
Senator Oehlke: Reads legislatives council of SB 2228.
23.30 Discussion: The committee discussed what was stated in that summary.

. Chairman Cook: Brings up SB 2229 fiscal note and reads from it.
24 .35 Senator Oehlke: This must reflect with the caps removed.
Chairman Cook: What are your wishes on the caps?
Senator Dotzenrod: | don't have a lot of trouble with that. It really benefits two counties.
| don’'t know if we are at a point now that the impact grants are balanced. ! think the impact
grant needs to get back up some.
Chairman Cook: That is my point. | don’t think we can do both that and have no caps.
Senator Dotzenrod: | think that we are going through the same argument that happened in
appropriations. | think they made that trade there. They said they would take this down to $10
million and then take the caps off. The only thing | see lacking right now is that those impact
grants are probably low from where they should be. If we need to find the money from

. someplace, we probably would have to put caps back on to get that.

Chairman Cook: Refers back to Governor's bill. Asks Vicky Steiner what the impact would be.
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. it would be $4 million total by the two counties that would be impacted per biennium. Where
do you want the caps at?
Senator Dotzenrod: With the caps off, what levels are we up to in those two counties that are
affected the most?
Chairman Cook: Gives some figures on the counties if you add $1 million cap.
Senator Dotzenrod: The way the Governor had it in his proposal no one county would go over
$2 million?
Chairman Cook: If you read SB 2228, the caps for the counties based on population, it shows
the increase that they would get on the chart.
31.50 Senator Hogue: | support the caps.
Chairman Cook: Do you have an idea where you think we should be?

. Senator Hogue: That is the hard question.
Senator Dotzenrod: | think so. We need money for the grants.
Chairman Cook: Is there anyone who wants them removed?
Senator Triplett: | do. The consensus on the ground was the preference to remove them over
the other. They are both good programs. We have numbers in these different bills varying
from $6 to $16 million. It may be in a sense of not making promises to people that we can't
keep over the long run, that what we did in Natural Resources in HB 1225 where we approved
capping the oil impact fund at cap at 8 million and then give an $8 million onetime amount
while we have it. | like that.
Chairman Cook: That bill is still alive?
Senator Triplett: | believe it is.

. 34.58 Senator Dotzenrod: Question on chart Chairman Cook handed out. If you compare one

million in the chart that is per year and the cap removal is $6.8 per year, then if you compare
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. the $1 million in this column, that is consistent with what is in the bill. is that cap removal more
than what is in the bill?

Chairman Cook: What if you raised it to $3 million instead of $1 million?

Discussion: A discussion followed on what would happen if the caps were left on, what to
cap it at or to leave them off.

Chairman Cook: Suspended the discussion.

Job 11059 starts here

Chairman Cook: Reopened the discussion.
Jeff Engleson: Gives figures.

Chairman Cook: Committee your wishes?

. Senator Dotzenrod: It looks like the cap that was on the bill that was introduced in SB 2229
had a cap of $1 million of increase for each town. If you change to $3 million instead of
$1million, you still allow for a pretty big increase but you would really cut off the no cap
scenario from those two counties. It is about $9.5 million dollars.

Chairman Cook: If you had a $3 million dollar increase? So you say remove the caps, butin
effect cap the amount of the increase, and then how often would you cap the increase?
Senator Dotzenrod: Instead of going up 1 million for each, | would go up 3 million.

Chairman Cook: That is not incremental.

Discussion: A discussion occurred between Chairman Cook and Senator Dotzenrod in
regards to what the idea would do.

6.10 Senator Oehlke: One question keeps nagging at me, | understand caps in certain areas,

. but the incredible need that is out there when you see and look at some of this. t don’t know
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. that taking the caps off completely would be the inappropriate thing to do. There is a lot of

good testimony to do that.
Senator Dotzenrod: The argument that we got on the floor is that there was a bargain made.
If we take the grant number down and take the caps off. |s that really going to get that money
distributed properly to the right places? What about what goes on in the counties that need the
money?
Vice Chairman Miller: My concern is Dunn County. | think they have been doing a lot of band
aid work there. They have to make a serious investment. | don’t know if they can do what they
need to under just removing caps.
Chairman Cook: If you take the caps off, you will have two counties that will really benefit.
The amount of money they get is based on oil production. Do you think that maybe there is

. there a point that they will get all caught up with repairing their roads?
Senator Oehlke: Are they now?
Chairman Cook: No.
Senator Oehlke: We could put a sunset on it.
Senator Triplett: We could just kill the bill and be done for the day. SB 2229 is still out there.
Senator Triplett: Moved the Skarphol amendments .0402.
Senator Dotzenrod: Seconded.
Chairman Cook: Discussion?
Senator Dotzenrod: Clarifies the amendment.
11.48 Senator Triplett: Since he is the prime sponsor | think that we should do what he
requested as far as the amendments.

. Chairman Cook: Any further discussion? (no)

A Roll Call vote was taken: Yea 5, Nay 1, Absent 1 (Senator Hogue).
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. Motion passed.

Senator Triplett: Moved a Do Not Pass As Amended.

Senator Dotzenrod: Seconded.

Chairman Cook: Discussion?

Senator Dotzenrod: | would say that Representative Skarphol did a really good job presenting

this and did a lot of research on this as well. | wish | could figure out a way to get at the

problem and not do it in such a way that is almost impossible to read. This bill is difficult to

read.

Chairman Cook: | think that the interim committee could have looked at this ahead of time.

Senator Triplett: It does seem to me that with oil development moving around like it does in

the state in ways that are rather unpredictable. It really is hard to write a county by county, city
. by city sort of formula. It may just be that we have to give this road problem over to the state

department of transportation. | don't think this formula is working.

A Roll Call Vote Was Taken: Yea 6, Nay 0, Absent 1 {Senator Hogue).

Senator Triplett will carry the bill.
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Chairman Cook: Reopened discussion on HB 1304. See Attachment #1 for a proposed
amendment. (Overview of amendments 90260.0405 was given and the Oil & Gas Production
Chart was referred to as well)

4.30 John Walstad, Legislative Council: Appeared to explain the amendments section by
section.

*Every county can meet the ten mill requirement (section 4 of the bill, top of page 3 on
amendment) only about four townships probably would not.

*Subsection 5 is the breakdown of the new allocation.

16.45 Senator Triplett: Have you crunched the numbers on this at all in terms of how different
counties would have been impacted in the past couple of years?

John Walstad: | know those numbers were being worked on.

Chairman Cook: | have been trying to get those numbers this morning. | will get them to you
if | can.

Senator Triplett: It would help.

Vice Chairman Miller: .Do we have any idea how townships are levying taxes?

Chairman Cook: | think every township out there is at least at 10 mills except 3 or 4.
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. Vice Chairman Miller: Our Township levies 1 mill and that is plenty of money. We do get
money from other things and they had a reserve they had built up.
Chairman Cook: If they have road probiems, my guess is they are levying more than one
mill.
Chairman Cook: As far as what 1304 or 2229 looks like over in the House, this is very similar
to those except the changes we make in the distribution to the counties and state and then the
removal of the five mills. Those are the two big changes you see.
Senator Triplett: Are any of the bills still alive that increase the oil impact fund on the House
side? Is that the topic that will come in for a conference committee?
Chairman Cook: | would think the whole issue of the impact funds is going to be a major
conference committee issue. My thought is that as we start throwing a lot of increasing of
. dollars that are going to the counties and the formula, | would think the need for impact dolars
would go down. The Governor's approach is just the opposite. They increased the money to
the county.
Senator Triplett: | understand the counties prefer money into the distribution formula, but !
think the impact formula is important too. | think we need to find the right balance between
them. The reason | think it is important is because we have heard some testimony about
counties that get left behind in terms of their infrastructure because they don't have a lot of oil
development but they are counties that get driven through between the oil is produced to
where it is delivered. Or they are in the early stages of development. | think there is an
argument for increasing the impact funds too.
Chairman Cook: | think once you see one of the printouts you might change your mind.
.Senator Triplett: | might change my mind relative to these counties that are getting this, but |

don’t think I will change my mind relative to the counties that don’t benefit from this. That is my
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. concern is the counties that are not benefiting. | will wait to see the printouts before | offer any
particular numbers. | do think we need to do something with the impact fund as far as an
increase.

21.08 Senator Dotzenrod: | have questions on page 4, subsection C, the 20% of all the
revenues allocated to the county plus be allocated by the treasurer to the city. is this the only
section in the bill that deals with revenues to the cities other than that first subsection that has
the money to Williston and Dickenson?

Chairman Cook: No, there is the requirement on monies to Dickenson and Williston where
some of that goes to cities also. Correct John?

John Walstad: 4C and 5C are city allocations, 4C is the allocations to the cities below the 4.6
million, and 5C is the allocation to the cities above the 4.6 million per county. They are virtually

. identical.

Senator Dotzenrod: Do | understand that you would qualify as a city under either one of
those, but not both?

John Walstad: No, it is cumulative. | worked with the interim committee that was looking at
this issue and the impact funding issue. During last year's impact grant round 85% of the
impact awards went to townships. Townships under current law don’t receive any direct
allocation and this bill would change that above the 4.6 million. Townships would have sort of
a locally driven impact fund through the county commission and application. It might take a bit
of the load off of the impact need.

Senator Dotzenrod: On page 2, where E. has been pretty well covered, there are some words
left there and that is where the 4.6 million which is current law is left there — where did that

. come from, is that a number that has been around for a while?
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. John Walstad: It is the number that currently the highest number cap for county allocations
and the 4.6 million now serves a different purpose, but the number is retained from where that
cap was.

Chairman Cook: By using that number as a cap for that transition line where schools basically
get cut off and townships replace, before a smaller populated county that cap was lower so
school districts in those particular counties might get a small amount of new dollars.

John Walstad: True enough, and because it was the cap number, it won't result really in any
loss of revenue to school districts because they were hitting the cap and that is all they were
getting.

Chairman Cook: That will be basically the same as SB 2229, or are they using all the three
different caps yet?

. John Walstad: | am not sure; it has been a while since | have looked at that bill.

| Senator Dotzenrod: In the original 1304 any city that wanted — we had a provision in the
original 1304 that said if your mining population percentage was at a certain point, then you
would qualify for a certain amount of distribution, but then if you went to a higher level within
that city, that amount that went to that city doubled. Is all that kind of thinking abandoned?
John Walstad: Thatis in 1B.
Senator Dotzenrod: As | understand it that would be oniy for the cities that have these big
populations.
Chairman Cook: (inaudible)
Senator Triplett: Wasn't there some conversation when we discussed the bill earlier that there
was at least some possibility that Minot could join that population at some point in the future?

. John Walstad: That is correct. Minot has the population number, but they do not have the

mining industry employment at this point. At some point that could change.



Page 5

Senate Finance and Taxation Committee
HB 1304

Hearing Date: 04/7/2009

. Chairman Cook: With either bill.
John Walstad: Yes.
Senator Dotzenrod: There is a line in that section B, in the middle of page 1, the allocation
under this subdivision must be doubled if the city is more than 7.5%. Does that apply to all
cities in the oil producing counties? Or is it just to these large over 7,5007
John Walstad: The latter. The first sentence has that 7,500 population and 2% of private
covered employment, that by itself limits this subdivision to Dickinson and Williston and then
the second sentence 7.5% of employment in mining, Williston only meets that requirement.
Senator Dotzenrod: So those two tiers, the 2% and 7.5%, are only relevant and meaningful in
the discussion of the two larger cities. They don't apply to Tioga, Alexander, and these other
towns?

. John Walstad: They do not apply however those cities would benefit from the existence of
this provision.
Senator Dotzenrod: Because there is some revenue that is left over.
John Walstad: It is a two part provision. This is one part of it, $500,000 to Dickenson, $1
million to Williston, and then the language that we saw later on in subsections 4 and 5, for the
cities receiving a direct allocation under subsection one, they only get 60% of the money they
would otherwise get under the formula and the amount above that would get reallocated
among the other cities.
Chairman Cook: Let me explain. If you look at the chart, you have the 1/5 and the 4/5; the
4/5 is what goes to the counties. The 1/5 goes to where the money for the impact fee comes
from and ultimately it goes to the state. If all of the sudden we were to get another city like

. Minot that met this requirement in subsection 1B it would not affect in any way the money that
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. goes to the counties. It would be another $500,000 that would have to come out of the state’s

share for Minot, am [ correct?

John Walstad: Absolutely.

Chairman Cook: Then if you go to the other part where there is a city allocation that comes
now out of this 4/5, you will see a requirement there that will reduce a city's amount of dollars
they would get from that requirement because they got this up here that came out of the state.
The fact that that reduces it allows more cities in the oil producing counties to get that money
that would have gone to Dickenson and Williston. Did | explain that right?

30.30 John Walstad: Yes, but only within their counties. And the reason for that is that they
are so dominant in population within their counties that they take almost all of the money and
the other small cities in the county get a very smail portion.

. Senator Triplett: So, this responds to Representative Skarphol's suggestion that the small
towns in those counties were being treated unfairly relative to the simitar sized towns. This
eliminates that problem more or less compietely?

John Walstad: In Representative Skarphol’'s opinion it does.

Senator Triplett: What is the next largest population town in oil producing country and how
close is the population to 7,5007?

John Walstad: | think there is a pretty big gap to the next one.

Chairman Cook: Maybe Bottineau.

Senator Oehlke: Belcourt is technically bigger than Bottineau, but it is a reservation
community and { don’t know if that applies anyhow.

Chairman Cook: As far as | am concerned if we want to sit here and find a policy that

. determines the winners and losers in the cities out there, you would thing the oil producing
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. counties would treat them all. It looks like as far as what they get per resident, | am sure there
is quite a range as to how much oil activity they have in their townships.
Senator Dotzenrod: These dollars amounts are per year not biennial numbers, correct?
Chairman Cook: Fiscal year.
Senator Dotzenrod: At the top of page 2 it says the next $14 million must be allocated 25% to
that county, | didn't think when we had these numbers in here earlier that we had any counties
that were up in that region. 1 thought our highest distribution was to Montrail County and that
was about $8 million, am | mistaken about that?
John Walstad: | think there are some in that range.
35.38 Chairman Cook: Changing that second million from 75% to 100% has to have a quick
impact on a lot of counties.

. Senator Dotzenrod: The fourteen million dollar number, is that the number for that particular
county — the production for that county?
Chairman Cook: Yes. How did we come up with 14 million? | wanted a bigger fiscal note
than the one we had in front of us.
Senator Dotzenrod: Page 4, section D, if | read that right these townships that want to get
revenue, they have to make that request to the board of county commissioners. Currently the
way it works now if | understand it right, we have the oil impact fund at the state level. Am |
wrong about that, that townships come to the state oil impact fund and request the money.
Under the version that we are changing here, this amendment, we are not going to be coming
to the...

Chairman Cook: They can do both.
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. Senator Dotzenrod: So they will be able to come to this state oil impact fund and ask for a
grant and go to their counties and the county commissioners are going to be completely fair in
the way they distribute the money?
John Walstad: Absolutely.
Senator Triplett: County commissioners are very responsive to their voters.
Senator Dotzenrod: | have seen some cases where we have had certain revenues that are
available and the commissioners were not always fair. The only alternative is to trust them.
38.30 Chairman Cook: See Attachment #2 for additional charts handed out.
40.55 Chairman Cook: What do you want to do with it?
Senator Triplett: Can we come back this afternoon.
Senator Oehlke: Moved amendment 90260.0405.

. Senator Dotzenrod: Seconded.
Chairman Cook: Discussion?
Senator Dotzenrod: | think the amendments appear pretty reasonable.
Chairman Cook: We removed the caps, but when we changed the formula we have a
mechanism there that would change the dollars that a county could get if you had oil at a high
price.
Senator Triplett: | don't have any particular objections to the amendments themselves. |
would prefer to have a little time to look back at my notes and look at the impact fund and
whether we should put a different number in regarding that piece. That is my only concern. |
can't say right off the top of my head how much pressure will be taken off. | would like to have
a sense of that before voting on the bill.

. Chairman Cook: We will take a short break for you to look at the numbers.

44 .30 Chairman Cook: See Attachment #3 for additional information- reviews.
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47.00 As we move forward with this issue, they have to go hand in hand somehow. We heard
that 85% of the impact fee money went to townships; we now are sending money directly to
townships where they got both impact fees and money that is coming out of the 4/5 available
for them. | also look at where all of the impact dollars have gone in the last biennium, and you
look at what we are doing here with 1304 that quite frankly, Williams County for example,
would there even be a need for them to have impact fees? | am wondering if in the past how
much money actually went to some of these counties that should have an impact. As we move
forward in time here in the last few weeks, | think we will identify that.

Senator Triplett: | was not able to find my notes, so | talked to Jeff from the land department
who does the oil impact aid and we talked about the future rather than the past. He said he is
just starting on the next round of requests. He has $33 million dollars in requests for the
upcoming year that is against the $2.9 million dollar budget that he has. | described in general
terms the outlines of the amendment and | asked him if he would assume for ease of
calculatibn. he said that the larger counties were completely taken care of in terms of their
township need, and so he just subtracted off the requests that he has for Bowman, Montrail,
and McKenzie Counties and we he took away those, he said he still has $28 million in requests
in the end. Because he put a lot of focus on townships last year there are a lot of other sub
groups that are expressing more need. He thinks there is still an enormous need out there for
some of the public services etc. It stili will be leaving people very short in meeting their
infrastructure needs.

Chairman Cook: | think we are both saying the same thing almost except | am wondering — |
am thinking the counties that will still need impact fees are going to be the larger counties. |
guess | am tending to think that the need for some of these smaller counties for impact fees is

going to go down. | might be wrong. You ask the right question and we need to ask some
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. more of those questions. Bottom line is as this whole thing moves forward to Senate
appropriations and a conference committee and we start working out the final details of how
we might send a whole lot of money into these counties where their needs that they have, we
need to eventually work that answer out.

50.53 Senator Dotzenrod: (referring to attachment #3) this first set of 3 columns, it says
current law distribution formula, now we are not under current law distributing $3.6 million and
$4 million to Billings County are we with a biennium...?

Chairman Cook: That is what they are getting now. They are not reaching the cap.

Senator Dotzenrod: If the cap is one million and you get 3.6 available you are at the cap
before, you have 2.6 million that is over the cap, right?

Chairman Cook: That one million dollars is an increase in the existing cap. If you look at

. Bowman County, their cap right now at $5.1 million dollars per year and they are reaching that
cap, so they are getting $10,200,000. That is current law.

Senator Dotzenrod: These are current distributions going out?

Chairman Cook: That is what they would get if their production stays up.

Senator Dotzenrod: | misunderstood the word cap. What does the $1 million cap mean?
Chairman Cook: It is an increase in the cap. Are we talking nickels and dimes here?

Senator Dotzenrod: What kind of numbers would they have?

Chairman Cook: They would get the same amount of money except for the five that are hitting
the cap right now. Bowman, Dunn, Mckenzie, Montrail, Williams.

Senator Oehlke: comments on attachment #3

Chairman Cook: Clarifies

. 54.49 Vice Chairman Miller: Have we heard much from Montrail County hearing their need?
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Chairman Cook: Montrail and Bowman both have been here. Montrail probably would be the
one with the biggest needs.

Senator Dotzenrod: The three columns on the right hand side, would that be the affect of this
bill?

Chairman Cook: Yes.

Senator Dotzenrod: It looks like they should be able to get some roadwork done.

Senator Triplett: | am assured that there is at least one bill in each of our chambers that still
has a good increase of the impact aid numbers in it. So as long as those are still alive and
kicking elsewhere | guess | will leave it go here. | just don't want the thought to get lost.
Chairman Cook: With you around | am sure it will not.

Vice Chairman Miller: Moved a Do Pass As Amended and Re-Referred to
Appropriations.

Senator Dotzenrod: Seconded.

Chairman Cook: Any further discussion?

A Roll Call vote was taken: Yea 7, Nay 0, Absent 0.

Senator Cook will carry the bil.
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Chairman Cook: Reopened discussion on HB 1304. See Attachment #1 for revised
amendments brought before the committee for reconsideration before the bill would be sent to
the floor.
Senator Triplett: Before we reconsider our motion | would like to read an e-mail from Jim
Fuglie regarding the impact of the amendments to Medora. (See Attachment #2)
1.30 Chairman Cook: We have always had a $500 per person cap for cities. Mr. Fuglie is
talking about that he was capped at $325,000. He was not capped at that amount; he was
capped at the $500 per capita as was every city. Representative Drovdahl removed that cap
in the conference committee last session and no one knew it was removed but him. | didn't
realize this until last week when 1 was in the tax department and working on the cities portion.
Removing that cap, | was told took Medora to $750,000. Randy Hudsonbuehler (SP?) from
the foundation told me it was $600,000. Whatever it is it is relative to oil production and the
price of oil. When we had these amendments explained, if you go to the bottom of page 3,
subsection A and subsection B of the amendments, that all deals with seasonal employees
and he explained that language was unworkable. The treasurer's office could not get the

information they needed so we went to work out for Medora to make sure that the
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. consequence of any change was the same that is how we came up with the 600%. That is
basically the increase they have. So we didn’'t hurt Medora with the seasonal cap issue. We
worked specifically to keep them the same on the seasonal cap. The only effect they have is
the $750. | think the tax department said that at one time in this last biennium they were
around $1100 to $1200 per capita and again that is relative to production price and how much
oil is in Slope County. Anyway we have a $750 cap for all cities and again this is relative to
production money for impact costs by the oil industry. | think their impact is not caused by the
oil industry. Itis caused by tourism. | have always supported Medora and if there is a way that
we can get them money — they have a bigger problem than this right now. It will have to be
addressed. If we start treating one differently then they all will want it. We need to have some
integrity in the formula.

. 4.46 Senator Triplett: If there is an exception already, first of all we are making a specific deal
hear for Dickenson and Williston which is going to benefit all of the small towns, so we are
being pretty specific here. We also have the language in here already on page 4 that you were
just quoting the part determining the popuiation of any city in which total employment increases
by more than 200% seasonally due to tourism the population of that city for purposes of this
subdivision must be increased by 600%, so we already are making a specific provision for
Medora.

Chairman Cook: We thought of other cities out there too.
Senator Triplett: That more than doubles their population?
Chairman Cook: There is Pick City and a few other cities along there that get a ot of people.
Senator Triplett: Do they more than double?
.Chairman Cook: No one probably gets as high as Medora.

Senator Triplett: Does anyone meet the first provision?
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. Senator Oehlke: Coal Harbor does | believe.
Chairman Cook: We are at 600 though.
Senator Triplett: But the beginning part of the sentence where it says in determining the
population, but you have to start from the base of the sentence to determine if there is any
other city out there that increases its employment by 200% so that it falls into this sentence.
Chairman Cook: That is the question we had and again we looked at a few other cities and
no one really knew for sure, but we talked about it.
Senator Triplett: My point is that we are already considering them more or less uniquely
depending on if anyone else fits into that formula so it seems to me we could adjust the 600%
to some other number if we wanted to keep them whole relative to what they had. Maybe we
could increase them to 800%. ! think it is just not fair to decrease them without a hearing.
. Chairman Cook: Again, the other change happened without a hearing too.
Senator Triplett: Two wrongs don’t make a right.
Chairman Cook: No but we still have a wrong that needs to be corrected and we do that all
the time and there are plenty of opportunities yet for Medora to make their argument. Quite
frankly if we are going to have integrity in this bill in my mind where we are going to use oil
revenue from the production tax to meet an oil impact need, Medora doesn't fit into that period.
Senator Dotzenrod: It looks like the current language caps Medora at about $450,000. Is that
right? Where were they before?
Senator Triplett: Jim said that they had been capped at $325,000 and then last session they
were bumped to about $600,000, and he says these amendments will put them back to
$450,000. So your calculations are correct according to him.

.Chairman Cook: | think they were capped at $500 per person and that equaled $325,000.
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. 8.48 Senator Oehlke: let's pretend we didn’t change it at all and we go to conference
committee and everyone agreed to leave it just this way, would Medora be able to go to the
county and appeal to them for some of the additional funds that the county would have?
Chairman Cook: The County certainly could give some of the money.

Senator Oehlke: That could be a reality.

Senator Triplett: The rest of the formula is all about oil impact dollars, so this new formula we
are setting up, the county infrastructure grant program for townships is also based pretty
specifically on oil infrastructure so | wouldn't know how they could qualify under that.
Chairman Cook: We are going to put an accountability measure on. | wouldn’t scream if
Medora did.

Vice Chairman Miller: It seems the problem with Medora is that they have too much of a good

. thing going on.

Senator Dotzenrod: | am just wondering when Mr. Fuglie is using these numbers and he
comes up with a prior $300,000 and he has $600,000, is that all from just the result of this
section of the code or is he including in that some oil impact grant money or some other funds
that they got because of the oil activity that he is adding them up and coming up with they
received total.

Chairman Cook: | would say that it is all because of this.

Vice Chairman Miller: | move that we reconsider our action on 1304.

Senator Triplett: Seconded.

A Voice Vote was taken: Yea 7, Nay 0, Absent 0.

Chairman Cook: This will end up in conference committee so we can look at Medora at that

. point.
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. Senator Triplett: | will probably try and make a motion to change the six to an eight and see
where it goes.

Vice Chairman Miller: Moved the amendments to add subsection 6, the accountability
language.

Senator Hogue: Seconded.

Chairman Cook: Discussion?

A Voice Vote was taken: Yea 7, Nay 0, Absent 0.

Motion carried.

Senator Triplett: Moved to further amend 1304 by changing on page 4, nine lines down,

the word six to eight.
Senator Anderson: Seconded.
. Chairman Cook: Discussion?
Senator Anderson: The reason | seconded is because it is the same as what it was. Medora
is North Dakota and | know with a hundred people they are not going to get much done.
Senator Triplett: | think there must be some oil development that moves through Medora at
some point. | think there is at least a thread of a nexus here.
Chairman Cook: | guarantee you that considering the price of motels in Medora in the
summer time, maybe not. My only concern, and | love Medora, is the integrity of this formula
for production impact fees and | am a little disappointed that we did it in the dark of the night
last session without anyone know, that disturbs me more than anything and my friend from
Medora tell me they did not know about it either. It is amazing what legislators can do to try
and gain favor with certain people and say see what | can do for you. [ think | will probably
.reject the amendment, but not because | don't like Medora.

A Roli Call Vote was taken: Yea 6, Nay 1, Absent 0.
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| Motion Carried.

Senator Triplett: Moved a Do Pass As Further Amended and Re-Refer to Appropriations.
Vice Chairman Miller: Seconded.

Chairman Cook: Discussion?

A Roll Call Vote was taken: Yea 7, Nay 0, Absent 0.

Senator Cook will carry the bill.



90260.0402 Prepared by the Legislative Council staff for
Title. Representative Skarphol
February 26, 2009

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

Page 1, line 186, replace "three" with "five" and remove "seventy-five"

Page 4, line 27, remove "An"

Page 4, remove lines 28 and 29

Page 5, line 4, after "In" insert "determining the population of any city that receives a direct
allocation under subsection 1, that city's population for purposes of this subdivision
must be reduced by forty percent. In"

Page 5, line 7, overstrike "section” and insert immediately thereafter "subdivision”

Page 6, line 7, replace "The state treasurer annually shall make payments to" with "Allocations
to organized townships or to school districts under this subdivision may be made only
for reimbursement of qualifying expenditures previously made by the applicant township
or school district. The amount deposited during each calendar year in the county
infrastructure fund which is designated for allocation under this subdivision and which is

unexpended and unobligated at the end of the calendar year must be transferred by the

county treasurer to the county road and bridge fund for use on county road and bridge
projects.”

Page 6, remove lines 8 through 11

Page 6, line 14, remove "An incorporated city may"

Page 6, remove line 15

Page 6, line 16, remove "during a fiscal year under this subsection and subsection 4."

Page 6, line 18, after the underscored period insert "In_determining the population of any city
that receives a direct allocation under subsection 1, that city's population for purposes
of this subdivision must be reduced by forty percent.”

Renumber accordingly

Page No. 1 90260.0402
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REPORT OF STANDING COMMITTEE (410} Module No: SR-48-5030
March 17, 2009 9:07 a.m. Carrier: Triplett
Insert LC: 90260.0402 Title: .0500

REPORT OF STANDING COMMITTEE
HB 1304, as reengrossed: Finance and Taxation Committee (Sen. Cook, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO NOT PASS (6 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). Reengrossed
HB 1304 was placed on the Sixth order on the calendar.

Page 1, line 16, replace "three" with "five"” and remove "seventy-five"
Page 4, line 27, remove "An"

Page 4, remove lines 28 and 29

Page 5, line 4, after "In" insert "determining the population of any city that receives a direct
allocation under_subsection 1, that city's population for purposes of this subdivision

must be reduced by forty percent. In"

Page 5, line 7, overstrike "section” and insert immediately thereafter "subdivision”

Page 6, line 7, replace "The state treasurer annually shall make payments to" with "Allocations
to organized townships or to school districts under this subdivision may be made only
for reimbursement of qualifying expenditures previously made by the applicant
township or school district. _The amount deposited during each calendar year in the
county infrastructure fund which is designated for aflocation under this subdivision and
which is unexpended and unobligated at the end of the calendar year must be
transferred by the county treasurer to the county road and bridge fund for use gn
county road and bridge projects.”

Page 6, remove lines 8 through 11

Page 6, line 14, remove "An incorporated city may”

Page 6, remove line 15

Page 6, line 16, remove "during a fiscal year under this subsection and subsection 4."

Page 6, line 18, after the underscored period insert "In determining the population of any city
that receives a direct allocation under subsection 1, that city's population for purposes
of this subdivision must be reduced by forty percent.”

Renumber accordingly

(2) DESK, (3) COMM Page No. 1 $R-48-5030
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

In lieu of the amendments adopted by the Senate as printed on page 810 of the Senate
Journal, Reengrossed House Bill No. 1304 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit;

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million
dollqrsperbier_mium inetuding-any-ameuiia-otherwisc-appropHe

=g

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a poputation of seven thousand five
hundred or more and more than two percent of its private covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this

subdivision must be doubled if the city has more than seven and
one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North

Dakota; and

c. Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1, annual revenue
collected under this chapter from oil and gas produced in each county must

be allocated as follows:

a. The first ere two mjllion do!lars ef-enﬂua#-mvewe-aﬁef—the-dedueaen

EroaTrs - O - OO oot

v & - et

ary-eeurty must be allocated to thet the county.

b, The se_eead next one million d.ollars : \ :
must be allocated seventy-five percent to that
the county and twenty-five percent to the state general fund.
c.

The thi_rd next one million dol[ars ef—am&al—#evenae—a#er—the

Page No. 1 90260.0405
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producad-in-any-eeunty must be allocated fifty percent to that the
county and nfty percent to the state general fund All-ennual—reveﬁue

The_next fourteen million dollars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.

All annual revenue remaining after the allocation in subdivision d must

be allocated ten percent to the county and ninety percent to the state
general fund.

The amount to which each county is entitied pursuant-te-this under

subsaction 2 must be kn:nteel-beeed-ueen—the-pepuleﬁeﬂ-e# allocated wrthln

mere-thae so the f:rst four mllllon six hundred thousand dollars is
allocated under subsection 4 for each fiscal year;-hewever-a-6ounty

nd any amount recetved by a county exceedlng four
mrllron s:x hundred thousand dollars under—thre-subdlwem is rot
..... ptie but-raustbe credited by the
county treasurer to the county geneltat mfrastructure fund and
allocated under subsection 5.

Forty-five percent of all revenues

pe allocated to any county hereunder for aliocation under this
subsection must be credited by the county treasurer to the county

Page No. 2 90260.0405
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general fund. However, the allocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multipiied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitied to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schoals of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues allocated to any county hereunder for
allocation under this subsection must be peid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county, ortionment amaong cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty doliars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this limitation must be deposited instead in that county’s general
fund. idod; ; i In determining the population of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for
purposes of LT ol i this seetien
subdivision must be increased by i '
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&) Feur-hundred-twenty six hundred percent. If a city receives a
direct allocation under subsection 1, the allocation to that city

under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the
amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated to a county infrastructure
fund under subsection 3 must be credited by the county treasurer to

the county general fund. However, the allocation to a county under
this subdivision must be credited to the state general fund if during
that fiscal year the county does not levy a total of at least ten milis for
combined lavies for county road and bridge. farm-to-market and
federal aid road, and county road purposes.

Thirty-five percent of all revenues allocated to the county

infrastructure fund under subsection 3 must be allocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset
oil and gas development impact to township roads or other
infrastructure needs. An organized township is not eligible for an
allocation of funds under this subdivision unless during that fiscal year
that township levies at least ten mills for township purposes. For
unorganized townships within the county, the board of county -
commissioners may expend an appropriate portion of revenues under
this subdivision to offset oil and gas development impact to township
roads or other infrastructure needs in those townships. The amount
deposited during each_calendar year in the county infrastructure fund
which is designated for allocation under this subdivision and which is
unexpended and unobligated at the end of the calendar year must be
transferred by the county treasurer to the county road and bridge fund

for use on county road and bridge projects.

Twenty percent of all revenues allocated to_any county infrastructure
fund under subsection 3 must be allocated by the county treasurer no
less than quarterly to the incorporated cities of the county.
Apportionment among cities under this subsection must be based
upon the population of gach incorporated city according to the last
official decennial federal census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals
more than seven hundred fifty dollars per capita. Once this per capita
iimitation has been reached, all excess funds to which a city would
otherwise be entitied must be deposited instead in that county's
qeneral fund. If a city receives a direct allocation under subsection 1,
the allocation to that city under this subsection is limited to sixty
percent of the amount otherwise determined for that city under this
subsection and the amount exceeding this limitation must be

reallocated among the other cities in the county.
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SECTION 2. EFFECTIVE DATE. Thi

occurring after June 30, 2009."

Renumber accordingly

Page No. 5
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Prepared by the Legislative Council staff for
Senator Cook
April 7, 2009

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

In lieu of the amendments adopted by the Senate as printed on page 810 of the Senate
Journal, Reengrossed House Bill No. 1304 is amended as foliows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with “for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1.

First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oi! and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit:

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million
dollars per biennium; i i f

o

Allocate five hundred thousand dollars per fiscal vear to sach city in
an oil-producing ceunty which has a population of seven thousand five
hundred or mare and more than two percent of its rivate covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this
subdivision must be doubled it the city has more than seven and
one-half percent of its private covered employment engaged. in the
mining industry. according to data compiled by job service North
Dakota; and

c. Credit the remaining revenues to the state general fund.

After deduction of the amount provided in_subsection 1, annual revenus

collected under this chapter from oil and gas produced in each county must
be allocated as follows:

a. The first ere two mjllion dollars ef-anruatrevenue-afterthe-doduction

ot POt =

mut be allocted t thei couty.

b. The aepend next one million d_oIIars e#-annaal-ﬁevenue-aﬂe;-the
oroduaoe-in-any.coumty must be allooaled Soveny M paroant it
the county and twenty-five percent to the state general fund.

c. The ef-&meal-fevem*e-aﬂer-the

rs

third next one million dolla

-----

.
- - -
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produeedHn-any-gounty must be aliocated fifty percent to that the
county and fifty percent to the state general fund. Al-arnuatrovenue

o Fa¥a aVala¥al d¥a¥a ol 4
oo - v e e T o ot oo L

|

The next fourteen million dollars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.

All annual revenue remaining after the allocation in subdivision d must

be allocated ten percent to the county and ninety percent to the state
dgenera| fund.,

The amount to which each county is entitled pursuantte-this under
subsection 2 must be limited-based-uper-the-pepulatien-ef allocated within
the county aces o-the-lag eensus-ag-follows:

|

87 O :“:‘:: ::': g4 HEESaRES oS :‘:"'
feFre-than so the first four million six hundred thousand dollars is
allocated under subsection 4 for each fiscal year;—hewever.—a-eeanty

: and any amount received by a county exceeding four
million six hundred thousand dollars underthis-subdivisien Is ret

4B o-allecation-uhndersubsootic rust-be credited by the
county treasurer to the county generat infrastructure fund and
allocated under subsection 5.

LA Ity -

a. Forty-five percent of all revenues
be allocated to any county hereunder for allocation under this

subsection must be credited by the county treasurer to the county

Page No. 2 90260.0406
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general fund. However, the allocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mitls for

combined levies for county road and bridge, farm-to-market and

federal-aid road, and county road purmoses.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues allocated to any county kereunder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this limitation must be deposited instead in that county's general
fund. ided; : # In determining the poputation of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for
purposes of determining-the-poreapitadimiiation-n this seetion
subdivision must be increased by i
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& six hundred percent. If a city receives a

direct allocation under subsection 1, the allocation to that cit

under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the

amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated to a county infrastructure
fund under subsection 3 must be credited by the county treasurer to

the county general fund. However, the allocation to a county under
this subdivision must be credited to the state general fund if durin

that fiscal year the county does not levy a total of at least ten mills for
combined |evies for county road and bridge, farm-to-market and
federal aid road, and county road purposes.

Thirty-five percent of all revenues aliocated to the county
infrastructure fund under subsection 3 must be allocated by the board

of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset

oil and gas development impact to township roads or other
infrastructure needs. An organized township is not eligible for an

allocation of funds under this subdivision unless during that fiscal year
that township levies at least ten mills for township purposes. For

unorganized townships within the county, the board of county
commissioners may expend an appropriate portion of revenuss under

this subdivision to offset oil and gas development impact to townshi
roads or other infrastructure needs in those townships. The amount
deposited during each calendar year in the county infrastructure fund
which s designated for allocation under this subdivision and which is
unexpended and unobligated at the end of the calendar year must be

transferred by the county treasurer to the county road and bridge fund
for use on county road and bridge projects.

Twenty percent of all revenues allocated to any county infrastructure

fund under subsection 3 must be atlocated by the county treasurer no
less than quarterly to the incorporated cities of the county.

Apportionment among cities under this subsection must be based

upon the population of each incorporated city according to the last
official decennial federal census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals
more than seven hundred fifty dollars per capita. Once this per capita

limitation has been reached, all excess funds to which a city would

otherwise be entitled must be deposited instead in that county's

general fund. If a city receives a direct allocation under subsection 1,

the allocation to that city under this subsection is limited to sixty

percent of the amount otherwise determined for that clty under this

subsection and the amount exceeding this limitation must be

reallocated among the other cities in the county.
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Within ninety days after the end of each fiscal year, the board of county

commissioners of each county that has received an allocation under this

section shall file a report for the fiscal year with the energy development

impact office, in a format prescribed by the enerqgy development impact

office, showing:

a.

The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,
and the share of county property tax revenue expended for each of
those purposes, and the amount of those funds unexpended at the
end of the fiscal year: and

The amount available in the county infrastructure fund for allocation to
or for the benefit of townships, the amount allocated to each
organized township and the amount expended from each such

allocation by that township, the amount expended by the board of
county commissioners on behalf of each unorganized township for

which an expenditure was made, and the amount available for
allocation to or for the benefit of townships which remained
unexpended at the end of the fiscal year.

By the end of the calendar year when reports under this subsection were
received, the energy development impact office shall provide a report to the
legislative council compiling the information from reports received under

this subsection_and information on oil and gas impact grants awarded
during the fiscal year for which the reports were received.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events

Renumber accordingly

occurring after June 30, 2009."
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Senator Cook
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

In lieu of the amendments adopted by the Senate as printed on page 810 of the Senate
Jourpal, Reengrossed House Bill No. 1304 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1.  First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall ereehit;

a.

=

C.

Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million

do[lars per blennlum—mekﬂng-aﬁy-ameﬂme-emefme—maﬁrepﬁa&ed

Allocate five hundred thousand dollars per fiscal year {o each city in
an oil-producing county which has a population_of seven thousand five
hundred or more and more_than ftwo percent of its private covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven angd
one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North
Dakota; and

Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1, annual revenue

collected under this chapter from oil and gas produced in each county must

be allocated as follows:

a.

(o3

[©

The ﬂrst efe two million dollars ef—ermual—revenue—aﬁeﬂhe—dedue&eﬂ

a-ny-ee&ﬁiy must be allocated to {he{ the county

The seeeﬁd next one m1II|on dollars ef—amua«l-ﬁeveﬁue-eﬂer—the

must be al!ocated seventy—flve percent to that
the county and twenty-five percent to the state general fund.

The th-rfel next one m;lllon dollars ef-an-nua#reveﬂue-eﬁer—t-he
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preducedHrary-eounty must be allocated fifty percent to that the
county and frfty percent to the state general fund A-H—aﬁﬁaa-l-revenee

The next fourteen million doliars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.
Heowever—the

All annual revenue remaining after the allocation in subdivision d must
be allocated ten percent to the county and ninety percent to the state

general fund.

The amount to which each county is entitled pursuentte-this under
subsection 2 must be Hmted—baaed—upen—th&pepulat-ren—e-f a|located W|th|n

mere—ﬂee-ﬁ so the flrst four mllllon six hundred thousand dollars is
allocated under subsectron 4 for each fi sca! year-hewever—a—eeunt-y

aurpeses—Aﬂy nd any amount reoelved by a county exceedmg four
million six hundred thousand dollars wrderthis-aubdivisien is ret

credited by the
county treasurer to the county gererst infrastructure fund and
allocated under subsection 5.

Forty-five percent of all revenues
be allocated to any county kereunder for allocation under this

subsection must be credited by the county treasurer to the county
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general fund. However, the allocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the schoo! census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance™ means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues allocated to any county kereunder for
allocation under this subsection must be pate apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorperated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per_capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this limitation must be deposited instead in that county's general
fund. Previded-hewever—thatin In determining the population of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for

purposes of determining-the-pereapiatimitationn this seection
subdrwsmn must be mcreased by ad-dwg—te—the—peptﬂa%@a—ei—the-e#y
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2 Feurhundrediwendy eight hundred percent. If a city receives a

direct allocation under subsection 1, the allocation to that city
under this subsection is limited to sixty percent of the amount

otherwise determined for that city under this subsection and the
amount exceeding this limitation_must be reallocated among the

other cities in the county.

Forty-five percent of all revenues allocated to a county infrastructure

=3

o

fund under subsection 3 must be credited by the county treasurer to
the county general fund. However, the allocation to a county under
this subdivision must be credited to the state general fund if during
that fiscal year the county does not |evy a total of at least ten mills for
combined levies for county road_and_bridge. farm-to-market and
federal aid road, and county road purposes.

Thirty-five percent of all revenues allocated 1o the county
infrastructure fund under subsection 3 must be allocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset
oil and gas development impact to township roads or cther
infrastructure needs. An organized township is not eiigible for an
allocation of funds under this subdivision unless during that fiscal year
that township levies at least ten mills for township purposes. fFor
unorganized townships within the county, the board of county
commissioners may expend an appropriate portion of revenues under
this subdivision to offset cil and gas development impact to township
roads or other infrastructure needs in those townships. The amount
deposited during each calendar year in the county infrastructure fund
which is designated for aliocation under this_subdivision and which is
unexpended and unobligated at the end of the calendar year must be
transferred by the county treasurer to the county road and bridge fund
for use on county road and bridge projects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsection 3 must be allocated by the county treasurer no
less than quarterly to the incorporated cities of the county.
Apportionment among cities under this subsection must be based

upon_the population of each incorporated city according to the last
official decennial federal census, A city may not receive an allocation

for a fiscal year under this subsection and subsection 4 which totals
more than seven hundred fifty dollars per capita. Once this per capita
limitation_has been reached, all excess funds to which a city would
otherwise be entitied must be deposited instead in that county's
general fund. If a city receives a direct allocation under subsection 1,
the allocation to that city under this subsection is limited to sixty
percent of the amount otherwise determined for that city under this
subsection and the amount exceeding this limitation must be
reallocated among the other cities in the county.
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Within ninety days after the end of each fiscal year, the board of county
commissioners of each county that has received an allocation under this
section shall file a report for the fiscal year with the energy development
impact office, in a format prescribed by the energy development impact

a. The amount received by the county.in its own behalf, the amount of

those funds expended for each purpose to which funds were devoted,
and the share of county property tax revenue expended for each of
those purposes, and the amount of those funds unexpended at the
end of the fiscal year; and

s

The amount available in the county infrastructure fund for allocation to
or for the benefit of townships. the amount allocated to each
organized township and the amount expended from each such
allocation by that township. the amount expended by the board of
county commissioners on behalf of each unorganized township for
which an expenditure was made, and the amount available for
allocation to or for the benefit of townships which remained
unexpended at the end of the fiscal_year.

By the end of the calendar year when reports under this subsection were
received, the energy development impact office shall provide a report to the
legisiative council compiling the information from reports received under
this subsection and information on oil and gas impact grants awarded
during the fiscal year for which the reports were received.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events
accurring after June 30, 2009."

Renumber accordingly
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REPORT OF STANDING COMMITTEE (410) Module No: SR-59-6464
April 7, 2009 5:17 p.m. Carrier: Cook
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REPORT OF STANDING COMMITTEE
HB 1304, as reengrossed and amended: Finance and Taxation Committee (Sen. Cook,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS and BE REREFERRED to the Appropriations Committee
{7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Reengrossed HB 1304, as
amended, was placed on the Sixth order on the calendar.

In lieu of the amendments adopted by the Senate as printed on page 810 of the Senate
Journal, Reengrossed House Bill No. 1304 is amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit:

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million

dollars per brennrum—meledmg—any—ameunte—etheﬂwse—appreeﬂated

aesembly,—aﬁd—whe—emll—eredlﬁ

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand
five hundred or more and more than two_ percent of its private
covered employment engaged in the mining industry, according to
data compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven and
one-half percent of its private covered employment engaged in the
mining_industry, according to data compiled by job service North
Dakota; and

(o4

¢. Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1, annual revenue
collected under this chapter from oil and gas produced in each county
must be allocated as follows:

a. The flrst eae two mllllon dollars el-annual—revemre—atter—the—dedeetleﬂ

aﬂy—eeuety must be allocated to that the county

(53

The eeeeﬂd next one mllllon dollars et—aeﬁeal—reveeue—a#er—the

must be allocated seventy flve percent to
that the county and twenty-five percent to the state general fund.

{2) DESK, {3) COMM Page No. 1 SR-59-6464
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The th+ré next one mllllon dollars ef—annual—mvewe—aﬂer—the

must be allocated flfty percent to that the

The next fourteen million dollars must be allocated twenty-five
percent to #hat the county and seventy-five percent to the state
general fund. Heweverthe

All_annual revenue remaining after the allocation in subdivision d
must be allocated ten percent to the county and ninety percent to the
state general fund.

The amount to which each county is entitled pursuant—te—this under

subsection 2 must be lirited-based-uper-the-pepuiation-ef aliocated within

(2) DESK, {3) COMM

mllllon snx hundred thousand doHars ppder-this—subdivisien is net
credited by the

county treasurer to the county gererat infrastructure fund and
allocated under subsection 5.

Page No. 2 SR-59-5464
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Forty-five percent of all revenues as-may-by-thelegistative-assembly
be allocated to any county kereunder for allocation_under this

subsection must be credited by the county treasurer to the county
general fund. However, the aliocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county
on the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entited as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues allocated to any county hereunder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among_cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive_an
allocation for a fiscal year under this subsection and subsection $
which totals more than seven hundred fifty doliars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled
except for this limitation must be deposited instead in that county's
general fund. Previdedi—hewever—that—r In determining the
population of any city in which total employment increases by more
than two hundred percent seasonally due to tourism, the population

of that city for purposes of de{e#mmﬁg—t-he—per—eepﬁa-m-taﬂeﬁ—m this
seeten subdivision must be increased by adding-te-the-pepuiatien—of

Page No. 3 SR-50-6464
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2 Feourhundredtwenty eight hundred percent. If a city receives a

direct allocation under subsection 1, the allocation to that city
under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the
amount exceeding this limitation must be reallocated among
the other cities in the county.

. 5. a. Fory-five percent of all revenues allocated to a county infrastructure
fund under subsection 3 must be credited by the county treasurer to
the county general fund. However, the allocation to a county under
this subdivision must be credited to the state general fund if during
that fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal aid road, and county road purposes.

i

Thirty-five percent of all revenues allocated to the county
infrastructure fund under subsection 3 must be allocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding_to offset
oil and gas development impact to township roads or other
infrastructure needs. An organized township is not eligible for an
allocation of funds under this subdivision unless during tha! fiscal
year that township levies at least ten mills for township purposes. For
unarganized townships within_the county, the board of county
commissioners may expend an appropriate portion of revenues under
this subdivision to offset oil and gas development impact to township
roads or other infrastructure needs in those townships. The amount
deposited during each calendar year in the county infrastructure fund
which is designated for allocation under this subdivision and which is
unexpended and unobligated at the end of the calendar year must be
transferred by the county treasurer to the county road and bridge fund
for use on county road and bridge projects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsection 3 must be allocated by the county treasurer no
iess than oquarierly to the incorporated cities of the county.

|©
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Apportionment among cities under this_subsection must be based
upon the population of each incorporated city according_to the last
official decennial federal census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals
more than seven hundred fifty dollars per capita. Once this per capita
limitation has been reached, all excess funds to which a city would
otherwise be entitled must be deposited instead in that county's
general fund. If a city receives a direct allocation under subsection 1,
the allocation to that city under this_subsection is limited to sixty
percent of the amount otherwise determined for that city under this
subsection and the amount exceeding this limitation must be
reallocated among the other cities in the county.

Within ninety days after the end of each fiscal year, the board of county

commissioners of each county that has received an allocation under this

section shall file a report for the fiscal year with the energy deveiopment

impact office, in a format prescribed by the energy development impact

office, showing:

a.

1=

The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,
and the share of county property tax revenue expended for each of
those purposes, and the amount of those funds unexpended at the
end of the fiscal year; and

The amount available in the county infrastructure fund for allocation
to or for the benefit of townships, the amount allocated to each
organized township and the amount expended from each such
allocation by that township, the amount expended by the board of
county commissioners on_behalf of each unorganized township for
which an expenditure was made, and the amount available for
allocation to or for the benefit of townships which remained
unexpended at the end of the fiscal year.

By the end of the calendar year when reports under this subsection were

received, the energy deveiopment impact office shall provide a report to

the legislative council compiling the information from reports received

under this subsection and information on oil and gas impact grants

awarded during the fiscal year for which the reports were received.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events
occurring after June 30, 2009."
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2009 SENATE STANDING COMMITTEE MINUTES

. Bill/Resolution No. 1304

Senate Appropriations Committee
[ ] Check here for Conference Committee
Hearing Date: 04-08-09

Recorder Job Number: 11797

£ 7
Committee Clerk Signature M M(/

Minutes:
Chairman Holmberg: Opened the hearing on HB 1304 regarding oil and gas production tax.
Dwight Cook: Senator District 34 introduced and testified in support of HB 1304 as amended.
| explained the bill yesterday to all of you. This bill has taken a major step. | am content with
the direction we are going.

. John Walstad: Code Reviser with Legislative Council did the amendments.
Kathy Strombeck, Tax Department: was also present.
V. Chair Bowman: lt looked to me like the two losers in this bill are Bowman and Mountrail
Country. Everybody else it is good for. Why do you want to penalize the counties that are
putting the most money in the general fund?
Dwight Cook: | don’t think the amendments were put on to penalize any county. We put
substantially more money in to it. If you look at the fiscal note, | could see where you would
think Bowman and Mountrail counties would get less, but | think if you look ahead and if the
price of oil would go up you would see a tremendous amount of money coming into those
counties.
V. Chair Bowman: | appreciate your attempt. But | am concerned about the situation that

. leaves us and what we have to do about it.



Page 2

Senate Appropriations Committee
Bill/Resolution No. 1304

Hearing Date: 04-09-09

Senator Seymour: In your leadership role in the tax area and you start looking at new policy
in North Dakota, and then look at this bili, you could say in the future, for example in Fargo, we
have higher sales tax, we should target more money back to Fargo. Is that the kind of thing we
are now heading towards?

Dwight Cook: We aren't really going down a new tax proposal road. The oil comes with the
tremendous burdens for those counties. We are trying to find the fair road to get this money
down there. You mentioned sales tax, the right example to use, take a look at coal severance
tax, we have a coal severance form that sends impact dollars back down. It is not a new road.
Senator Wardner: | would like to weigh in on that answer. In the oil patch, this is in lieu of
property tax, so you can't compare it with sales tax.

Senator Warner: When this property first seen as a taxable entity, it became centrally
evaluated, in my opinion 100% of the money should go back to those counties, but the state in
their wisdom wants to steal 75% of it and allow 25% of it to flow back.

Senator Fischer: | am from the Cass County, Fargo area, and to me, the repairs to the roads
is a cost of getting oil out and those road and whatever infrastructure.

Chairman Holmberg: we have Kathy and John here. Otherwise Vicky will testify.

Vicky Steiner: NDA of Qil and Gas Producing Counties testified in favor of HB 1304 and
provided written testimony # 1. If you would prefer | can go through this.

Chairman Holmberg: By all means and provide this for the Finance and Tax people. Is this
you are using the re-engrossed house bill with senate amendments.

Vicky Steiner: yes. She continued her testimony. The school money was included last session
for the first time in SB 2200 and the agreement was made that 70% of the oil tax revenue
would be left with the school district and there would be some money withheld on the state

side because they received that oil money and because of that as we move forward schools
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were limited to, in the original HB 1304, to school transportation which of course, you heard
testimony about buses, sometimes the buses break down because of the roads, and also
infrastructure, because there was a feeling what if a school, 20 years from now, needs a roof
and these county commissioners are so tightly bound by this law that they can't help them. Do
we want to completely just push schools out of this funding completely because of what 2200
did last session? So there was a feeling to give some small flexibility here to allow, it's on page
6, line 7 what it is the county commissioners might be able to give a bus, a roof, if they wanted
to and the funds were there. We are working on a law that usually doesn’t get touched for 20 r
30 years so | really think it is important consider it not getting it so tight. You won't want to deal
with it every session. The last idea, a fairly new idea, the Report Requirement that you'll find
on page 7 line 22, that Report Requirement is kind of coming out of the culture of this session
that legislators really need to know exactly where every penny goes and there is this feeling
that maybe local government isn't doing what you would like them to do. We discussed that
and we absolutely will do reports for you as long as you want reports. Our concern was that
when you have one or two legislators that say “I want a report” and then when they're gone
how long do you do that report, 20,30,40 years you do a report no one is reading. So | would
ask if, we don't have a problem with doing this report and if you don’t want ot have the sunset
that is fine but | would like you to think about not requiring things that nobody’s reading. So
that was the reason for the suggestion on the sunset. I'd like to thank Senator Cook for all the
work he has done on this. (18.16)

Chairman Holmberg: So you are saying we are definitely through 1304 moving in the right
direction. | do find it interesting, your final comment about the reports and those that go to the
budget section, after awhile no one really looks at these reports. No one remembers why

except we wrote it in the law.
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Senator Krauter: The fiscal impact on 1, 2, and 3; can you comment on that? My question is
concerning this fiscal note, some of these issues, what is the fiscal impactfor2 and 3. Itis a
negative to the state that goes to city and counties. What is the fiscal impact?

Vicky Steiner: | don’t know where they got the 28.

Senator Krauter: By taking the caps off and limiting the near caps and the caps of the cities,
do you have any idea what the fiscal impact will be?

Vicky Steiner: In the bill it will say if Medora caps at 800% of their population, anything over
that would go to The Billings County Commission.

Senator Krauter: So they would get this money, anything over that goes to the county.
Senator Christmann: Just on that point, that would be the answer for number 3, but number 2
would have a fiscal effect, wouldn't it?

Vicky Steiner: | don’t have that number, but it would be between 10 and 25%.

Senator Seymour: On the second page you have a list of all the counties, and last night you
had a phone call and talked about this; was that just your executive committee that came up
with this information?

Vicky Steiner: Yes, it was my executive committee who are listed on the side of testimony.
Early in the session it was wondered if the counties are united. Actually, | have one county out,
Bottineau didn’t sign on because they felt we were going to waste a lot of the time on the caps
issue and they wanted the first $2M, 100% to go to the first $2M. We had a disagreement on
that. Everybody else did sign. (23.30)

Chairman Holmberg: Characterized by everyone it is a bill that has moved in the right
direction.

Dwight Cook: | would say pass as is and get into the conference committee. We did make

one major change we increased 100% the second $1M, which is a major fiscal impact. You'll
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want to discuss the caps again and you'll want to discuss taking that out again. If | may explain
how the fiscal note got to 28, we are taking it out of the side stream the 1/5" that is not
reflected in the amount that goes to the counties based on a formula change, that will show up
on the fiscal note. | hope that answers that question.

Senator Mathern: | am just wondering, if we do this, we should be {ooking at this other part.
Look at the whole picture.

Dwight Cook: The rational to that would be the same rational it comes down to a policy
decision.

Senator Mathern: Why not address that issue too in here; and earlier you stated we should
put this in conference committee.

Dwight Cook: that other issue is the 100% in the second million. It was addressed in Finance
and Tax. We went to 100% to the counties. | would suggest if you look at these amendments
that you have to also bring in the fiscal impact of that feature of the bill and have a discussion.
Chairman Holmberg: Closed the hearing on HB 1304

SENATOR CHRISTMANN MOVED A DO PASS. SECONDED BY SENATOR WARDNER.
V. Chair Bowman: | like about 95% of this bill it does help the counties that are not producing
as much oil, and that is a very good thing. The problem with it is the counties that produce a lot
of cil is the last feature in the bill and that's the 10% that went from 25% down to 10%. Thatis
where Mountrail, Bowman, and any other County that comes on line with a lot of production is
going to lose money over what SB 2229 would have given. | don’t have a problem with the
Dickinson/Williston issue, | don’'t have a problem with helping the smaller cities but | do have a
problem with the total amount of dollars that will go to the biggest oil producing counties
because of the drop on the bottom 10%. That has an effect and if we split the difference at

17%, it would be close.
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. A ROLL CALL VOTE WAS TAKEN RESULTING IN 13 YEAS, 1 NAY, 0 ABSENT.
SENATOR COOK WILL CARRY THE BILL.

Chairman Holmberg closed the hearing on HB 1304.
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Minutes:
Chairman Skarphol: | call the conference committee on HB 1304 to order. Senator Cook, do
you want to give us your summation and then we will have Mr. Walstad walk through the
specifics.
Senator Cook: First off, the issue here, of course, is how we divide up the production tax, not
.only how much more we put into it, but how it is divided up amongst the various political
subdivisions. That is how it came over to us. We didn’t make many changes at all to the issue
of how it is divided up amongst the political subdivisions. We made some changes in the
amount of the money; but basically if you recall, there is a 10 mill requirement that used to be
there for getting that extra 1 mill. You will see that this bill now requires a county and a
township to levy at least 10 mills for roads to get any of the dollars that flow into these political
subdivisions. If | recall, all the counties would meet that requirement except | think there are
three townships that would not at this time. But with the way townships levy their mill levy, it
would be easy to accomplish. You had a condition in there where you had a line where the
money no longer went to schools; it went to townships. It was based at the old three caps that
were there. Now we have it so it is just at the one cap of $4.6 million. That is the transition

.ine for all counties when the money no longer goes to schools; it starts to go to the townships.
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There is a $750 per capita cap for cities getting money. | think that came up in a discussion
when they realized some things that had happened last session in the conference committee.
| think there used to be a $500 per capita cap that was somehow removed so we bring that
issue back to the table. 1 think those are the only real substantive changes to how the money
is divided up. The other issue regarding the caps—what we did is we left the caps off. We did
go into the formula that distributes the money. In the past, it was 100% of the first million; we
went to 100% of the first $2 million, which sent some dollars to some of the other counties that
would not reach the caps in the past. We go 75% in the third million, 50% in the fourth, 25% in
the next $14 million, and then it is 10% to the counties after $18 million. | think that basically
describes the amendments. It made the fiscal note go up by about a million dollars, | believe.
| do have a handout here if you would like (Attachment 1) that reflects what 1304 does now,

.what they would get if we did nothing, just like current law. In the middle, you will see the three
columns that have the Governor's budget. If we did nothing, they would get $82 million
through the distribution. Then, of course, you can add to that $6 million for impact fees for a
total of $82.8 million that would go out into these 14 oit producing counties. The Governor’s
budget added another $1 million cap, which brought in $6.3 million and | think you got $14
million for impact fees so he basically was increasing that $88 million by $20 million. In the last
three columns, you will see the fiscal effect of 1304 as you see it right now. It is an additional
$24 million. Then you have the $3 million more for the side streaming that goes to the two
major cities out there for a total of $27.8 million. (That $3 million side stream | don’t have on
there.) | think that is basically it. Maybe Mr. Walstad would want to walk you through the bill to
make sure | didn’t miss anything. (5:07)

.John Walstad, Legislative Council: What | am looking at is the Second Engrossment with

Senate Amendments .0600. | will just walk through this and point out what the House had in
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and what the Senate did. On lines 13, 14 and 15, there are some oversfrikes there that were
added by the Senate. It relates to the impact fund. It is overstriking some language. Right
now current law says $6 million gets set aside for impact grants. Then the language says
“including anything that the legislative assembly might appropriate”. That was taken out. The
legislature was looking at making a separate appropriation for impact grants and with this
language, the separate appropriation would get subtracted from the $6 million. To me that
language was kind of a trap for future legislatures. A separate appropriation wouldn't really be
a separate appropriation. It would get subtracted out of the statutory allocations so the
language is removed. The underscored paragraph beginning on line 6 is unchanged. That is
what the House approved. On the second page, | will just point out where the changes are.
On line 4, that first cut, current law says $1 million. You can see the change is now that it is $2
.million entirely allocated to the county. Then the next three steps are basically unchanged.
On line 19, as Senator Cook point out, the 10%-90% cut above $18 million at the county level.
There is where that language is.
Chairman Skarphol: Before you continue, in addition that additional million in subsection 8,
there was no change to how that distribution was made, but it will be made under the existing
formula to where 45% goes to the county, 35% to the school, and 20% to the city. Is that
correct? There were no provisions made to give that school portion to anyone other than the
schools. |s that correct?
John Walstad: That is correct, Mr. Chairman. Beginning there on line 25 of page 2, you see
a lot of overstruck language. Senator Cook pointed out that as this came from the House,
there was a separate cut in counties depending on population. That is all being overstruck so
.that those population levels for counties would be eliminated from consideration. On page 3,

beginning at line 20, any amount exceeding $4.6 million would go to the county infrastructure
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fund and allocated under subsection 5. That is that separate allocation that omits school
districts and provides the funds instead for townships. Anocther addition beginning on the
bottom of page 3, starting on line 30, the underscored language if any county does not levy at
least 10 mills for those three road funds, the county gets none of the allocation.
Chairman Skarphol: Ten for each?
John Walstad: No, ten combined in those three categories of levies. There are no more
changes on page 4 in what the Senate did.
Chairman Skarphol: Senator Cook stated that it also applies to townships.
John Walstad: That is later on in the bili. On page 5, the underscored language there
beginning on line 2, there is a per capita limit applied for cities, $750 per capita was added by
the Senate. Let's briefly touch on that; let's use an example Watford or Bowman as they are
.probably the most likely. If they reach a cap, what happens to any revenue that normally
would have flowed without the cap? In other words, say they would have gotten $1,200 per
capita without the cap, what happens to the $450 in excess of the $750. Does it go to the
county or what happens to the money?
John Walstad: County general fund. That is covered in the next sentence following the
underscore there; that is not underscored. That is current law. Once the level has been hit, it
goes to the county general fund. Actually that language was left in the law last session and it
probably shouldn't have been. There used to be a $500 per capita cap that came out and that
sentence about hitting that cap was left in. Now it would come back into play again. Then
there is a special provision relating to the City of Medora that has been in the law for many
years. That language is being overstruck. There was a complicated method of determining
how to figure out what the population is for Medora. The Treasurer's Office said it was virtually
@

impossible to actually get that information. Every employer had to be contacted and
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employment statistics gathered so instead of that formula, down on line 24, you see 800%.
The city population would be increased 800% for Medora. That is based on where they were
last time that formula actually got worked through.
Representative Drovdal: Let's take a city with a population of 100; does that take 800 more
s0 you have a new figure of 9007
John Walstad: Correct. (12:37) Now | think this language was in the House version.
Beginning on line 24, the cities that receive a direct allocation under subsection 1 are Williston
and Dickinson; they are the direct allocation cities. Then the allocation under the regular
formula for those cities is 60% of the amount otherwise determined for that city under this
section. | think as it came from the House, it said the population shall be reduced by 40%.
Actually, it sounds like that would be kind of a horse apiece, but 40% reduction in population
.did not result in a 40% reduction in their allocation and this language does. The Treasurer's
Office pointed out that this works. The other language didn't really work to accomplish what
was intended. At the bottom of page 5, we get to subsection 5, this was in the House version,
but there are some changes. First of all, beginning on page 8, line 1, requires the county 10
mill levy to get any of this part of the funding available for the county. Then in the House
version, subdivision b there starting on line 5, the House version allocated these grants that
would be through the Board of County Commissioners for townships and for school
transportation based on damage from impacted roads. The school transportation part was
removed so now it is townships entirely. The Senate added beginning on line 9 the sentence,
*an organized township is not eligible for allocation unless that township levies at least 10 milis
for township purposes”. It does not specify in the case of townships that it is for road levies
.because townships really don't have specific road levies. They have an 18 mill general fund

evy limit and basically most of that goes for roads anyway. The language beginning on line
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15, the House had language requiring the county to certify to the Treasurer’s Office for
payment the list of township and school districts eligible for payment from this infrastructure
fund and the Treasurer's Office would send those payments out. The Treasurer's Office didn't
feel that was necessary. Therefore, the money gets delivered to the county; the allocation is
handled within the county; the County Treasurer will make the payments to the townships that
apply and receive a grant, and anything that gets left over at the end of the year would go to
the county road and bridge fund.

Chairman Skarphol: You are talking calendar year there?

John Walstad: That is calendar, yes.

Chairman Skarphol: So December 31, if the townships hadn't utilized all the dollars or they
hadn't been allocated, they would go to the county. Can they conceivably allocate those
dollars to the townships even though they are not utilized? For example, the snow removal

.issue, how do we want to deal with that? Are you satisfied that this addresses it? (16:36)

On December 31, the county could take all the money; there would be no money available to
the townships for the balance of that calendar year. Is that what we want? | am just asking?
Have we thought that through far enough so that the townships are going to be adequately
taken care of? This is just something to think about as we move forward here. if that calendar
year is really the place we want it, we need to.

Senator Cook: You are right. We should think about that. The other question is do we have a
reporting mechanism so that we know how much money actually went to the townships?
John Walstad: Yes, that is included at the end of the draft. The only remaining change on
page 6, about line 26 is that $750 per capita limit for city allocations under the infrastructure
fund that would be the same as under the first part of the allocation formula. On page 7, lines

.3—22, Senator Cook just referenced this, this is the reporting requirement that the Board of
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County Commissioners would within 80 days the end of the fiscal year file a report with the
Energy Development Impact Office laying out the amount of funds that the county used, the
amount of funds that was allocated to townships, how much of those funds were spent, and
those kinds of things. Then the bottom paragraph, the Energy Development Impact Office,
after receiving all that information, would compile it and make it available to the Legislative
Council by the end of the calendar year.
Chairman Skarphol: Senator Cook, we might think about a report to the budget section on
that particular information sometime in the biennium, near the end of the biennium so that is
something to keep in the back of our mind potentially. Questions from the committee? But in
discussing this with some county commissioners, | asked about whether we should require that
the townships spend the money and ask for reimbursement from the counties. | was assured
by the county commissioners | talked to that that was the way they do it anyway rather than
.give the money to the townships. They have to ask for reimbursement to insure the work gets
done rather than at the end of money. That we aren't just giving away money, that we are
actually getting the infrastructure repaired. That is not in here anywhere?
John Walstad: That requirement that the project be completed before the?
Chairman Skarphol: The part that the townships report to the county? That would be
incorporated into that report that we are going to ask for; there has been no requirement of that
anywhere at this point in time?
John Walstad: No.
Senator Cook: But also the county has the flexibility to make that a requirement if they want.
Chairman Skarphol: But | am wondering if we want that. If that is something we need to
keep in mind too—if we want this to be a reimbursement type situation to insure that if more

.mork doesn’t get done, then there isn't money available. Follow my logic? They could say that
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A is all we have for this biennia or this year, just to insure that there is some degree of continuity
that we don't spend all the money in the first half and have nothing avaitable in the second half
and all the pressure gets put on the impact office again. State agencies are required by law to
follow some degree of spending half of their appropriation in the first half of the biennium and
the other half in the second half. It is something we might want to consider some degree of
that here. | mean obviously a county that is in tough shape right now may want to spend a lot
of it up front, but | do think we should have a reimbursement requirement of some kind just so
that townships don’t do $5 million of work when they have only $3 million available. Seems
logical?

Senator Cook: On the other hand, we could let it go as it is right now and see how it works

out two years from now. We will certainly be watching it. If it doesn’t look right, there is a little

bit of job security there.

.Representative Drovdal: | would like to hear the reason and the thought process behind on
page 7, number 6, reporting forms. What do you hope to accomplish by doing this?
Senator Cook: This is a change in policy as we send money to townships. Townships before
basically went after impact fees. There is another group that makes that decision so | think
basically to help them make the decisions they have to make regarding impact fees. It is nice
to know how much money is going into these townships. | don't think the information is going
to continue.
Representative Drovdal: So the idea behind that was in order to help the Land Department
determine there is money available for the same causes through the regular (inaudible) of the

counties?
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B Senator Cook: Yes, that is certainly one of them and | think we need to know also as we put
policy together. The last issue the Chairman brought up about making sure we monitor it and
that it is working when we come back next session.

Senator Miller: There was a lot of concern about the rural impact grant process and how that
is going to play in and how much money we have in there. We need to know how much is
needed. If they are reporting, then we know what is working and what is not. In two years a
familiar story might arise.
Chairman Skarphol: In essence, this reporting requirement will result in one report in the
next biennium by the Energy Development Impact Office based on how it is laid out if | am not
incorrect. There would be due one at the end of this calendar year so there would be one in
December of this year or January and then one.
_ John Walstad: Mr. Chairman, there would not be one this year. It is within 90 days after the
.end of a fiscal year for counties receiving an allocation under this section.
Chairman Skarphol: So it would not trigger at the end of this fiscal year?
John Walstad: This would start July 1 of this year. So the first full fiscal year of this kind of
allocation would end July 1 or June 30 of 2010.
Chairman Skarphol: So the first report would be 2011.
John Walstad: Either just prior to the next legislative session or at the start of the next
legislative session.
Representative Drovdal: On page 2, under €, you came up with the annual revenue
allocation of 90-10. What was the thought process behind those percentages that would
amount to over $18 million? Where did the numbers come from?
Senator Cook: What was the thought process? Maybe it came by guess and by golly. We

.ran a lot of formulas and we were looking for the distribution. That is the one that finally
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worked is increasing that second one to 100% and then after $14 million. | think what we
looked at more than anything when we looked at the formula 90-10 was how many millions to
send out at 25%. That is probably the number we played with the most as we tried to find out
a fair way to distribute this. (25:51)
Chairman Skarphol: Just a comment on that to think about possibly and it is based on
personal observation, but development is much more difficult for a county than production. In
other words, the damage to a county happens during the development phase; the severe
impact is during the development phase. Once the development has happened and they are
in a production mode, there is much less damage, much less real hard needs. | am wondering
if there is any potential movement on the concept of potentially allowing for a higher level
during development, which would drop back after a given period of time. Once you reach that
production phase, the amount you receive would drop back. | am not asking you to make a
.decision today, just to think about it because Mountrail County is an example, and Bowman
earlier just got pounded during the development phase. If a new county comes into that
development mode, they would probably have the same thing happen. They will get pounded
to death during that development phase. Once that development is over and you get the
pipelines in place, then the truck traffic is reduced. Just for a thought process, | would ask that
you think about the potential to have a county that is getting impacted have that 80-10 figure
be adjusted through some mechanism. We could do it through rig counts; we could do it
various ways potentially, but to run that number a little higher than that 10% if the development
is severe enough. Now how we accomplish that, | am not certain. Whether or not we
accomplish that in this session, | don't know but it is just something to think about. Anything

else?
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Senator Cook: | agree with what you are saying. | thought we moved in that direction a littie
bit by increasing that second million, a million dollars on the second category there, the second
million dollars to 100%. | thought we were doing that, but | don't know the solution to that.
Maybe that is where the impact piece comes in.

Chairman Skarphol: That may very well be right that that has to be where we have.

Senator Cook: | think a lot of rocket scientists have tried to figure that out already and haven’t
come up with a solution.

Representative Drovdal: On page 6, under b, when the House sent the version out, that
second 35% on the additional dollars there going above the formula; you limited it to benefit of
townships only. When we sent it out, we had townships and schools in there. Was there a

particular reason why you took schools out of consideration of applying for grants from the

county?

.Senator Cook: What we had included was schools due to damage from infrastructure. Dunn
County, for example, had a bus where the frame broke from pounding down the roads. Our
intention was that the county could conceivably give a grant to a school to pay for that bus. In
a way, we increased what schools get in some counties, well in all counties by 100% on the
second million. We have also raised the bar for some of these counties. We went to a 4.6 flat
bar for all counties so | think there was some more money going to schools there. There are
townships out there that certainly have needs also. It is a balancing act.

Chairman Skarphol: Just one thing from council if we could, could we get numbers on what
effect to schools that change to that second million amounts to for schools?
Senator Cook: Somebody looked at that number when we were doing this. | didn’t see the

.numbers, but | was told it was miniscule.
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Chairman Skarphol: | think it has to be a couple million at least. The 35% that goes to

schools out of that second million has to amount to some amount of dollars going to schools.

Kathy Strombeck, Tax Department: We looked at it and according to my notes, it was

$87,000 and we talked to Jerry Coleman from DPI.

Chairman Skarphol: But the total amount is what | am interested in.

Kathy Strombeck: The total amount? | can get you that.

Chairman Strombeck: And what effect it might have on the school funding formula, if any, if

there are any implications of a negative nature. Obviously most schools are going to benefit

from it and enjoy it.

Senator Miller: Anything can be negative.

Chairman Skarphol: $2.9 million. It is on there.

Senator Dotzenrod: What you are talking about here on the question Representative Drovdal
.has has to do with the money that would go to schools by application because the money that

goes to schools otherwise is based on student count, | think, is the same formula in both the

House and Senate version. There is that $2 million - $1 million difference, but as far as

Representative Drovdal's question about why weren't the schools included in that grant

application, | think that is a good question. There might be some reasons why they would want

to have the schools. It isn’'t a formula distribution; it is a by application basis. There may be

some school districts that wouldn't have any applications. We could see a situation where that

might be important.

Chairman Skarphol: Thank you. We are going to adjourn for today.

f—-’.



2009 HOUSE STANDING COMMITTEE MINUTES

. Bill/Resolution No. HB 1304
House Finance and Taxation Committee
[<X] Check here for Conference Committee
Hearing Date: April 23, 2009

Recorder Job Number: 12141

T~
Committee Clerk Signature &“’(J\i/ Q ("'\J"A'.,/

Minutes:
Chairman Skarphol: | call the conference committee on HB 1304 to order. We have had
some time to contemplate the discussion we had yesterday. | guess the first issue that the
House has some level of discomfort with is the additional money going to schools as a result of
that million dollar increase. If we could find a way to put that in the infrastructure, we would be
.more comfortable with that particular aspect of it. Itis $2.9 million. The intent, | believe, on the
House side was to fix infrastructure with this action as much we could. There was really no
desire to increase funding to schools. Senator Cook, would you respond to that please. | just
want to get a feel for where we are at here.
Senator Cook: How would you propose to do it?
Chairman Skarphol: | believe quite honestly Legislative Council could figure out how to word
that to where it would go to the counties primarily as opposed to the townships. That is what |
would be most interested in in this instance. | think the township distribution is probably
sufficient for purposes of where we are at here, but the counties could probably use the
additional dollars in lieu of the schools in this instance. | would also like to include in that,
Senator Cook, the provision that with these dollars, the counties could compensate the schools

‘.for damage due to infrastructure. For example, that instance where a bus was severely
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damaged. The counties would have the option of using those dollars to pay for a school bus,
but to simply give it to the schools doesn’t seem to be an acceptable alternative on our side
quite frankly.
Senator Cook: | will speak only for myself on that issue. | have not a lot of heartburn over
how we distribute this money among the counties, the schools and the townships out there.
Those of you who live in those areas are certainly more aware of how this money should be
distributed and probably have more insight over that | do. | think that the issue that maybe we
need to be careful of is to agree that money goes to schools that are outside of normal county
measures for school money. | think that is the one area. | am certainly open to look at any
amendments you might have for the bill that would try to address that issue and could certainly
speak more to the issue once | see how you are going to do it.

.Senator Miller: 1think having some sort of ability for the school districts to get some money
for an impact-type thing like when a school bus breaks down, that's great.
Senator Dotzenrod: On the distribution for the schools, in this version .0600 on page 4, b on
line 4 sets up the distribution. That is the 35% to the schools. Within that paragraph b, there is
a cap for those schools. So the money goes to the schools up to a certain level. Once they hit
that level, they don’t get any more money. Anything beyond that goes to the county general
fund. If there is too much money flowing into the schoals in this section, it is going to hit the
cap and the schools will stop getting money. The cap is on line 10 and for fewer than 400, it is
on line 15 and 16.
Chairman Skarphol: You have raised a valid point. 1 don't know that anybody has done an
analysis to see whether or not any school would cap out. | guess we could have that analysis

.done. In the event that they do cap out and, in fact, the money does go to the county, then it

becomes a moot point to make that change. | would agree with that.
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.Senator Dotzenrod: | don't know what the numbers would tell us there, but if it does appear
that it is quite a large amount beyond what we think is reasonable, we could change the cap
that is in this section. But on line 21, it does say that anything above those levels then goes to
the county general fund.

Representative Skarphol: | agree with that. | do know that on the conference committee on
1400, they are pausing because of the ramifications of this. There is an issue out there we
need to be cognizant of. Maybe what we need to do is ask council to prepare an analysis of
this section b on page 4 for us to see whether or not anybody does cap out as you suggest
and what it would take for someone to cap out. We would ask.

Representative Drovdal: To continue the discussion on the printout we got from the State
Treasurer (Attachment 1), it does show some pretty good sizeable numbers going into Billings

.and Bottineau Counties. One question | would have is if the Treasurer's Department looked
into the cap requirements when they presented this document to us.

Chairman Skarphol: | would suggest we would ask the Treasurer's Office to try to do an
analysis, if they can, of whether or not that cap is reached in conjunction with council. Mr.
Walstad is sitting back here so we can get that information. We certainly don't want to put
something in here that would complicate the distribution of the student financial aid in K-12. |
think we are kind of on the same page. We just need to get some information as to the
ramifications of this so we will ask for that information.

Senator Cook: s this the number you referenced when you opened up your comments, $2.9
million? Do you think that is mainly on going to 100% on the second million dollars?
Chairman Skarphol: Yes. Correct. |think it could be resolved in some language

.adjustments, but let's get that analysis. We will get you copies of Attachment 1. That aspect
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.of it, I think we will just have to wait to get some more information on that before we decide
anything. Any other topics from the committee?
Representative Drovdal: | have been asked by some of my friends in the Senate to address
an issue concerning the beginning of the bill, which the chairman could probably rule as not
germane to it, but in section 1, subsection a, is the $6 million per biennium that goes into the
impact grant fund. | was told by my friends that they are sitting on HB 1225 which also
addresses this. The feeling is that if we can address it in this bill, if it is allowed to be
addressed in this bill, that they are going to agree on 1225 and get that out of the hornet's nest
there so we can move forward. (8:48) With that, | did prepare an amendment if it is allowed,
that would address the impact grant fund. Let me first of all acknowledge the Senate Finance
and Tax Committee for the work that they did on 1304. It is quite apparent that you did listen
o the testimony that was received on 2229, 1225 and 1304 and all the other bills that
addressed the oil impact grant money and the impact to the oil and gas counties. As you
probably will remember, the $6 million oil impact grant fund is money that goes to entities,
subdivisions that do not get oil impact grant money in most cases such as ambulances, fire
departments, townships that are (inaudible), also townships that are in surrounding counties
that are not part of the oil and gas counties that have impact from oil, also counties in low-
producing, townships in low-producing areas that even under the new formula will not receive
much money. That is who gets the $6 million. It is a unique part of the... it fits a niche in the
impact grant, as you are well aware. | have an amendment here. It has been a number of
years, the amount of money has only been increased once that | know of. Of course, $6
million is $3 million a year and it doesn't go extremely far.

.Chairman Skarphol: Representative Drovdal, why don't we have the discussion a little bit?
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.Representative Drovdal: Before passing it out? What | have done in 1225, | will refresh your
memory, increases the oil impact from $6 million to $10 million and it also has $8 million in
one-time grants. What this proposal does, and | think this will get 1225 off the table, if we
agree to put this in and if we agree not to revisit this again from further consideration, is it
raises the oil impact grant money from $6 to $8 million, a $2 million increase, $1 million per
year to go into that fund to help them out. It is not a lot of money; it is enough money that
hopefully we don’t have to increase our half part-time employee to distribute that additional
money. | will acknowledge also that because of the way you work the formula, you are taking
some pressure off the oil impact grant fund because some of these townships that are applying
for it are going to get some grant money. They do look at what money is available to the
township when they go in, but they were giving out, | don't know the exact money, Jeff isn’t

.here, | believe they were getting applications for $30 million or something, but way above what
they had to give out. There is still a high demand and | think $2 million is a pretty reasonable
figure. So with that, | will listen to your comments.

Senator Cook: You are correct. When we looked at changing the funding, we certainly did so
with the hope or goal that we would greatly reduce the amount of demand for impact monies.
Your statement there is right on the money. That was a large part of the justification for our
doing what we did. | am well aware that probably this impact fund is the most important thing
we need to discuss as we come to some agreement here on 1304. How we go about doing it
is something we just need to put on the table at some point when we get the rest of the issues
resolved and figure out the best way to do it. This is certainly one option.

Chairman Skarphol: Any comments? Are there suggestions? Do you have a different idea

.that you think warrants consideration or do you want us to take a vote on these amendments?
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Senator Cook: | would just as soon we get all the amendments on the table so we know what
all the issues are and then we can start trying to speak to the big picture, but you know you
brought up the schools. One of the things you could do to solve your schoo! problems, of
course, is take them out as possible recipients of impact funds. That is another option there |
never thought of until | see the figure is $2.9 million extra they would be getting. Maybe that
would greatly reduce any need they have for impact funds. | have got a printout of all the
impact funds, the requests that are in there right now. | have looked through them and a lot of
them are townships and, of course, we are putting money into the townships. | recognize the
ambulances and some fire departments; | also recognize some things in there, well let's face it,
if there is a chance to grant some money, you are going to apply for anything and everything. |
think this is an issue we need to visit more on and | am certainly willing to do that.
.Representative Drovdal: | agree with your statements. It was my hope to bring this up last,
but as | communicated, but it was through a request that they wanted to try to get 1225
moving, | guess is why | brought it up. | understand where you are coming from.
Senator Cook: | have communicated with friends in the Senate too, but | understand what
1225 does and my statement is we need to resolve that here with 1304. The sooner we get it
done, the better.
Chairman Skarphol: | just had a thought as you did during Representative Drovdal’s
discussion here and that is maybe part of the answer would be to give the money that would
go to schools here to the impact fund. That would give them a varying level based on the price
of oil so if the price of oil did skyrocket, that 35% that would be in that category would increase
and give them a little more capability. Rather than give it to the counties, maybe we shouid

.give that to the impact office. Itis an option. That way they wouldn't have a stagnant number
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always and if oil went to where it was at $140 a barrel, | would submit to you that that number
would increase somewhat substantially.
Senator Miller: That is probably a very prudent and (inaudible).
Chairman Skarphol: Addressing both issues. Representative Drovdal, will you at least think
about that alternative? 1think | suggested yesterday on a different matter, Senator Cook, |
asked you to consider whether or not you would think about the possibility of that 90-10 split
being bumped for two years and then falling back. |s that an alternative you are willing to
consider because of the fact that in my opinion, and it is my opinion, that we have some
counties out there are severely impacted, that even though there are a lot of dollars in here for
them, | am not sure that it actually covers their needs at this time. But | am willing to go back
off the 25 but | do really think that especially Mountrail County (when you look at the list of their
rojects they need to try to recover from) has been severely impacted. | appreciate your work.
.ioreally do. Is that something that you have given any thought to?
Senator Cook: That is something we gave a lot of thought to as we tried to come up with.
There are two issues we are dealing with in 1304. One is how much more money do we send
to the 16 counties? The second issue is how is it divided up amongst them? When we take a
look at the first question, how many more dollars on top of what they are already getting do we
sent to meet the needs that they have? If you look back from the beginning, we had an
executive budget that came in with $20 million more than what they were dealing with. We took
this and made a major leap all at once with one change where we increased that $20 million to
$28 million. That is a lot of money and it was tough to swallow. | think on the issue of how
much more money, which is what you are talking about when you do that, | don’t know if there

.is a whole lot of wiggle room. | don't think there is any wiggle room at all. | think we need to
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.deal with trying to sell this back into the Senate so | can sell it and make my case. That would
be my answer.
Chairman Skarphol: In your analysis at the 90-10, did you have a figure; do you have the
data that at 85-15 would amount to? Did you have various alternatives prepared so you know?
Senator Cook: We looked at a lot of analysis. | mean | had paper all over the place. | didn't
save any. We got to the one that we wanted.
Chairman Skarphol: You don't recall what the 5% gap or change would have meant in
dollars?
Senator Cook: No, | don't.
Representative Drovdal: | had one other thing | would like to have discussed. That happens
to be the reporting mechanism. | believe in simplification, a word that is not utilized very often
.around here. Anyway, the reporting process that is required in there. It is not a big issue, but |
think it is extra paperwork, extra cost and | think it is duplication. | did some research. As
indicated earlier, part of the reason for it was that the impact office, the Land Department,
could know whether they were giving duplicate money of impact grant money to areas that are
already receiving impact grants. | did some research. What | found out is that first of all, they
are quite concerned with it being put into their office. They don’t feel it is their job to be
between the legislature and the counties. That is not currently where they are at. There was
one recommendation that it would probably be handled by the State Treasurer. | visited with
the State Treasurer and if you feel hot breathing on the back of your necks, | can tell you
where it is coming from because | was told in no uncertain terms by a young lady that that is
not their category and they do not want it either. | was also given the impression that these
.reports are already available through the Tax Department. | did not get an opportunity to

check that, but | did find out that under current rules and laws that they are already required by
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law to consider all revenue. The Land Department, when they put these grants out, is required
by law to consider all revenue of the political subdivision in making a grant. That is required so
they are already getting reports that they need. If that was the reason behind i, at the present
time, they do get budget documents submitted when the applications come in, that is also
required by law from each township in the county. They also, if they were going to do this, |
was told they would need additiona! funding. It would be additional cost to them to comply with
all these reports and if we didn't get it in the budget, it would have to come out of the
permanent trust oil fund, which (inaudible) doesn’t want to see that particular thing happen.
(21:52) If it is already being done, if they are already requiring i, | have two questions. One is
if we feel this is necessary, maybe we should sunset it at a couple of years only. On the other
hand, if it is already being done and is available to us through the Tax Department, if they feel
comfortable finding out where these people applying for grants are getting their money, maybe
.we don't need it at all. Ifit is just bureaucracy and we don't need it at all, maybe we can
eliminate that particular section. | would like to hear your comments on that subject.
Senator Cook: You say it is already required by law that they get this information. | think the
question is how do they get it?
Representative Drovdal: | did not ask him. | certainly could follow up. | got this information
from Jeff Engleson and | certainly could follow up to find out how they get it. | imagine they
request it, but that's my guess.
Senator Cook: | would imagine too that they would have to somehow request it that would
eliminate that need because they are automatically going to get it. | don't see where this is
going to create a financial burden on them if they simply receive a report. They have to
prescribe the format in which they want the report. That certainly shouldn't be difficult to do. |

.really am having a hard time understanding how we are placing a financial burden on them or
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‘ workload burden on them. | would think this would make it easy. If they are required to get it
by law, they are going to get it if they are going to meet the requirements of what | think you
said there.

Representative Drovdal: It is hard to answer for a department when | am only quoting what
they responded to me when | asked some questions. | would assume this report probably is
more comprehensive, would be filed in more places, duplicate if it is already being filed in the
Tax Department, it would be duplicated. But if they have to spend more time justifying what
they are doing, of course, it costs more money. | think that would be best handled by asking
Jeff for specific details.

Senator Cook: | have one other comment, Mr. Chairman. Transparency is something that
everybody likes. We have other issues with transparency; this is nothing but transparency.

.We send out a whole lot of money and this simple little report that says this is where it went.
Just so we get the information. If that effort is being done out there already and this
information is coming in and this makes it. | don't think we are saying you have to get it twice.
Chairman Skarphol: | agree with you, Senator Cook. | think we just need to try to find the
right mechanism and the right location to have the report filed so that we get it in a form that is
of value to us and readily available. | think that is something | would like to see us continue to
work on and perfect that particular aspect and have a discussion with the powers that be that
we can think of. Maybe a county organization should accumulate it and forward it to us. The
Legislative Council may report something so that we get the information and if somebody else
wants to get access to it, that is public record.

Senator Cook: | agree. ltis the counties that are going to provide the information. It started

.with the counties giving it to a committee of the council. | just thought it was important the
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Land Department sees this also. They testify before us all the time in the interim so they just
come with the report.
Chairman Skarphol: We just need to work through a mechanism that is acceptable and the
least onerous for everyone so find out what is being done currently and how we get it to all
come together in a readable format.
Representative Drovdal: We are not trying to cover up. | agree totally in transparency. We
are just trying to make sure we don't have duplication is the concern.
Chairman Skarphol: Other things from the committee? The only other comment | have is |
think both of us, | am assuming both of us, in my mind if a county benefits substantially from
the changes we make in 1304, | would hope it would be logical that the impact office would
give preferential treatment to those counties benefitting least from this change in their
distribution of funds. | am not saying they would be eliminated, but they get less preferential
.treatment because quite frankly in discussions | have had with Mountrail County and their
commissions, | have told them, “If you get a lot of additional revenue, | anticipate that you will
take care of your ambulance service and you will take care of those needs as a county as
opposed to increased grants from the Impact Office.” They were amenable to that. | am not
saying that in every case, but | would assume that the counties will act responsibly and |
assume that is also what you thought in your deliberations.
Senator Cook: Mr. Chairman, that is right on the money.
Chairman Skarphol: | don't if there is language in here, | will have to read through it again; |
don’t know if there is language, but maybe it would be appropriate to have a section of
legislative intent stating that if we so desire.

Senator Cook: | agree 100%. That goes back to the impact fee question and that is where

./e address that issue.
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. Chairman Skarphol: We will adjourn for today and meet again at the call of the chair.
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Chairman Skarphol: | call the conference committee to order on HB 1304 and have the clerk

note that everyone is present. Committee members, Senator Cook and | had a discussion and

Representative Drovdal and we have come to some kind of agreement on what we think we

can do. We woulid like to share it with the rest of you and see if you are amenable to it.
.(Passed out amendments). Mr. Walstad, would you walk us through this so everybody hears

the specifics.

John Walstad: | busted out my color crayons this morning and marked in yellow what is

different. This document is the Senate amendments and what is marked in yellow is what is

different.

Senator Cook: What we are doing then is we are going to be adding this to the .0400 version

of 1304. The amendments | want to compare these .0417 amendments to are the .0405

amendments we put on the .0400 version.

John Walstad: | believe it was .0407; | think that was the final one the Senate adopted.

Senator Cook: So then your yellow highlights are going to be the difference between .0417

and .04077
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John Walstad: Correct. On the first page, the impact grant fund, the current law amount is $6
million a biennium; the changed amount here would be $8. There was also a question about
whether this amount would necessitate a change in the Land Department’s budget bill to
appropriate the money or whether an additional $2 million appropriation authority would have
to be added here. The fiscal staff assures me no additional changes are necessary, that the
Land Department’s budget bill...oh, | see Jeff is giving me a discouraging look.
Jeff Engleson, Director, Energy Development Impact Office, Land Department: The last
| heard they took that line item out of our budget; at the 2013 last conference committee
meeting, that is what they told us.
John Walstad: Last night they told me it said $10 million.
Jeff Engleson: That was in there and because they weren't sure what was going to happen
here, they said they were going to take it out. | did not see the final version.

.John Walstad: Apparently | will have to recheck this.

. Chairman Skarphol: But if they took it out, then they have got to put it back in.

Senator Cook: But if they are done, they can't.
Chairman Skarphol: But we are talking about the money.
Jeff Engleson: The line item for the appropriation, they were expecting it to end up in this bill.
At the last meeting they had, that is what they decided.
John Walstad: That is very strange, but we will get to the bottom of this. | thought that issue
was resolved, but not yet. On page 4 is the next change. This is in the impact fund at the
county levet and in the impact fund at the county level, there is no direct allocation to school
districts. There is instead the 35% share provided to the county; the county can make grants
upon application by townships. This would add also grants for school districts; the language

.were is the same as we have had in a previous version of...actually | think it was a different bill.
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It is applications by districts for repair or replacement of vehicles necessitated by damage from
travelling on impacted roads. (05:00) On page 5 the other changes relate to the reporting
requirement. Rather than the Energy Development Impact Office, the reports are to be filed
with the Tax Commissioner. In subdivision b, “school districts” was added in four places
because school districts are now eligible for grants for vehicles. Then a paragraph added at
the bottom that in developing the format for reporting under this section, the Tax Commissioner
is to consult the Energy Development Impact Office and at least two county auditors from oil-
producing counties. That was a suggestion from Mountrail County that if you are going to have
this report, get a couple county auditors involved so that both ends of the equation are involved
in setting up this process. Now to confess my failure, it was also suggested that some
adjustments need to be made because of what can be perceived as a windfall for some school
districts occurs because of a couple of things that are being changed in the formula here. One
.of those things is the three-tier county cap based on population is eliminated. At $4.6 million, it
is no longer a cap, but it is at that point where the regular distribution under current law ends
and then the amount above that cap would get distributed omitting school districts and putting
in the grant program. That increase from $3.1 million or $3.9 million to $4.6 million provides
some additional money for some school districts, not all counties, but in some counties. The
other thing is the first tier of the allocation cut is increased from the $1 million that goes 100%
to the county to $2 million. That provides some additional funds to some districts which they
would not receive under current law. We were working on how to back that out so that school
districts don't get that windfall and after working on it for quite awhile, Kathy Strombeck and |
and Mr. Herman went our separate ways because we couldn’t figure it out. It is complicated.
However, we can slay this dragon; we just need a little bit more time to figure out how to do it.

. need to see and Mr. Herman put together a spreadsheet last night that | haven’t had time to
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study this morning. | think once | look at that and figure out which schools are getting what
money, we can figure out how to do that. It looks to me that we have got to bring those three
tiers based on county population back. That takes care of part of the problem. | was hoping to
avoid that; | don't like allocations based on population because of a couple of things. We have
got a census coming up. In addition, having a lower population doesn’t necessarily mean you
need less help; sometimes it means you need more help in maintaining roads if you have got
fewer people to pay for them. If you can give us a bit more indulgence, | think we can figure
out how to fix that. Kathy nods her head.
Chairman Skarphol: That is the only aspect of this?
Representative Drovdal: We have the funding allocations we still have to figure out,
whether they have to put the funding in.
Chairman Skarphol: Whether the appropriation is needed here or in the Land Department's
.budget. The other thing we discussed and 1 don't see it in the amendment is the timing of the
report.
John Walstad: | took a look at 2012; there is a reporting requirement there, that Senator
Stenehjem amendment. That requires a report on transportation funding; the report goes to
DOT and it is on a calendar year basis. This is set up on a fiscal year basis. | don’t know how
to coordinate those. To me, it makes more sense to do this on a fiscal year basis because that
is how the altocations are made.
Chairman Skarphol: But | think the Senate Majority Leader wanted the most recent numbers
available at the start of the legislative session so that he would like to have it on a calendar
year and give them 60 days to getitin. That way we would have it approximately at
crossover, we would have the most recent calendar year numbers available for the legislative

.ession. Wasn't that your perception, Senator Cook? So we would like the report to be that
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way. The DOT thing is | think you just set it on a calendar year so that should coordinate. |
think the format is something that is in here so that is not the issue; it is merely the timing but
we do need a requirement of that report at that time. As far as what is in the DOT budget, |
don't recal! the specifics of that as far as timing, if that was an annual or biennial report.
John Walstad: It is an annual report on a calendar year basis.
Chairman Skarphol: So it should be the same timing. Does that one have a provision for 30
days after the end of the calendar year?
John Walstad: That one only allows 30 days.
Chairman Skarphol: If the Tax Commissioner's office is going to contact auditors about the
capabilities and their formatting questions, then | would suspect maybe they should discuss
the timing issue. If 30 days is achievable, so much the better; if 60 days is necessary, then
Senator Cook, you are amenable to that?

.Senator Cook: | am sitting here thinking and | know what Senator Stenehjem would like, but
that doesn’t mean he needs to be right.
Chairman Skarphol: | know he would like to have the money segregated and | agree with
him.
Senator Cook: But | am still thinking as we look at what we would do with this information and
maybe | need to think about this a little bit more, but to me it make more sense for us to get the
information we need here based on a fiscal year.
Chairman Skarphol: | am amenable to either, but | don’'t want the counties to have to furnish
reports at two different times also so if one requires a calendar year, it would be logical to me
that they do one report that really does accomplish both purposes simultaneously. With the
report we can look at and see what has been funded through the DOT formula and see what

‘nas been funded through this formula. The type of decisions we would make based on this
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information, the way fiscal notes and everything lie, and | still think that if we just sit down and
have a real good conversation about this, to me, | think there is more value to have the fiscal
year.

Senator Cook: Let me visit with Senator Stenehjem about it.

Chairman Skarphol: | don't disagree with you logically. 1t would meld better with our budget
so | can understand that we wouldn’t have to split it from the calendar year to the fiscal year to
see how it follows. | don't disagree. | just know that the Majority Leader felt the calendar year
was important. As long as we are going to have to fix the other issues, we might as well get
that timing issue resolved as well.

Representative Drovdal: John, you had said that there were currently reports being filed for
transportation. Did you say DOT or Department of Public instruction (DP1)?

John Walstad: DOT. ltis all about transportation.

.Chairman Skarphol: Section 16, if | am not incorrect, in 2012 you can read the language.
Senator Cook: John, what is our time frame here for slaying this dragon? Can you have it
Monday? Can you have it this afternoon? 4:007
John Walstad: This afternoon.

Chairman Skarphol: | could do 1:00. | have a 3:00-3:30 so anything prior to that other than
other than in the forenoon. | am pretty full in the forenoon. In the early afternoon, mid
afternoon.

Senator Cook: Can we make this decision on the run? Can you have a firm idea by 11:00
whether or not we could have this resolved by 1:007

John Walstad: By 11:00 we will know.

Chairman Skarphol: Does anyone on the committee have a 1:00?

Qenator Miller: This is the only reason | am here.
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(Discussion on whether to meet or wait until Moenday. Will decide by 11:00 today).
Chairman Skarphol: As long as we have a good understanding, if the amendment becomes
available, | would appreciate you getting it to Senator Cook and me at least and whoever else

is here.
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Chairman Skarphol: | call the conference committee on HB 1304 to order.
We will have the clerk note that everyone is present including Mr. Walstad. (Senator Arden
Anderson substituted for Senator Potzenrod.)
John Walstad, Legislative Council: The amendments that you have are the same as you
.saw this morning so | won't run through the whole thing. Let's flip over to page 3. About the
bottom one third of the page is underscored. That is all added. The reason is that two
different factors combine to provide what could be viewed as a windfall to school districts in oil
country. What you see before you is not elegant. It is what happens when you convert a
spreadsheet into words. There are various allocation tiers and there were limits based on
population at 3.9 and 4.1 and 4.6 million. There is an additional $1 million allocated now to the
county level 100%. So 35% of that additional $1 million will go to school districts in the county
that would not have received that share of that money before. But it is just not in that tier
where that is an impact. It impacts the three tiers above it as well. The first $350,000 in this
amendment is entirely allocated to the school districts. No change. That is the first million
current law allocates to them so there would be no reason to change. On the next $350,000,

5%, instead of going to school districts, would now go to the county infrastructure fund. That



Page 2

House Finance and Taxation Committee
Bill/Resolution No. HB 1304

Hearing Date: April 25, 2009

is the fund that is allocated omitting school districts and substituting the grant program for
townships and schools for buses. The next $262,500, two thirds goes to the school districts,
one third goes to the infrastructure fund. The next $175,000 is a 50-50 split. Then in the final
category of the tier allocations, that is when that lifting of the caps comes into play which would
give more money to some schools. They way to avoid that is we have to reintroduce
consideration of population. At the top of page 4, if the county’s population is 3,000 or less,
that limit for schools is $490,000. Anything more than that would go to the infrastructure fund.
From 3,000-6,000, that number is $560,000; anything more than that would go to the
infrastructure fund. Then in the higher population counties, that limit is $735,000 for schools;
anything over that would go instead to the infrastructure fund.
Chairman Skarphol: From your perspective at this time, there will be nobody adversely
affected by doing this from the current funding number?

.John Walstad: There would be no adverse effect for a school.
Senator Cook: What we are doing is transferring $2.9 million that would have gone to schoois
in the previous amendments that is staying with the counties now.
John Walstad: In the infrastructure fund, whic_h is allocated city, county, grant.
Senator Miller: What is the explanation as to what we talked about doesn’t work? Why is that
problematic?
John Walstad: As to just cap what a school district receives?
Senator Miller: Yes.
John Walstad: There are a couple of problems with that. Probably the biggest one is that for
a county, for example, as the county begins to get into development and production, they

would start basically at zero and you can't lock them in at zero forever. That wouldn’t be right.



Page 3

House Finance and Taxation Committee
Bill/Resolution No. HB 1304

Hearing Date: April 25, 2009

Senator Miller: But the school district makes its budget, submits its budget to the Treasurer’s
Office, DPI or whoever, then they are going to distribute this oil money to them. We say, “Here
is your school budget. You are entitled to 5-10% beyond your budget. After that, your school
is into the normal distribution pattern.” | guess | was thinking maybe that would be a way of
dealing with the windfall. Every year they have to submit a budget.
John Walstad: It seems to me that would complicate things greatly. It would also encourage
budget inflation. You could do a budget which is limited based on the mills you can levy for
property taxes; but if you have basically an uniimited source of money other places, you can
blow up your budget as much as you want to to suck up as much money as might be available.
So we have to start building in budget caps for what could be included in a district’s budget.
Senator Cook: Senator Miller, | think you are making an assumption that all schools out there
right now are probably getting a fair amount of money from this. You could have a county that
.doesn’t have the amount of oil production in it that would suddenly get oil production. This
formula then is to somehow send money from that oil production in that county, this new
production, to a school district in that county that may now be getting zero, but all of a sudden
has some infrastructure needs because of increased oil activity where all of a sudden they
would need to get some. So | think that what's communicated (08:13). If | can, Mr. Chairman,
| have one more question | want to clarify. When you talked about the infrastructure grants,
you mentioned counties, schools, cities. Townships are in there too, are they not?
John Walstad: Yes, and if | didn't mentioned that, | didn’t mean to leave them out. They are
very important to that infrastructure existence.
Representative Drovdal: Going back to the question asked by Senator Cook, we have

.Iooked at $2.9 million going to the new schools. Each one of those schools is a different size,
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different location, different size county, different production. We are not sure that that $2.9
million is going to be moved over. Just the ones that go over these limits, is that correct?
John Walstad: We don’t have a lock on every single school district, but this puts limits on
countywide allocations to school districts that would keep that $2.9 million from being allocated
among those districts and, therefore, deposited in the infrastructure fund. Am | exaggerating?
Kevin Schatz, Tax Department: No that would be correct. You changed the distribution
formula allowing it and what it does is it prevents that extra distribution from flowing to schools
and shifts it over to the infrastructure fund. (09:35) Schools wil! still get the same allocations
that they had under current law up to the cap amounts $394,016. (09:46)
Representative Drovdal: They are not hitting their cap amount? Outside the cap amount
those schools are currently at?
Kevin Schatz: Not all entities are getting a cap amount. | think we have four counties out of
.the 16 currently producing that are getting the cap amount. The problem with restricting is that
you have some that are already there so if you restrict, you pull money away. All those
balances you try to do, you can bring it up and down to balance without the two-tiered structure
that came into play.
John Walstad: | might add to that that that is a reason that this works better than trying to put
a cap on based on what the district got last year. Those counties that are not at the cap for
whatever reason, if production increases greatly, those districts would be able to receive more
revenue until they hit the same kind of limits that exist here for counties that are at the cap.
Senator Cook: That is pretty much what | was going to say. | think if | am correct, the only
way a school district could get more money than what it did before is if they were below the
cap before and they had increased production.

.John Walstad: Mr. Chairman, | think that is exactly right.
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Chairman Skarphol: Committee members, are you satisfied with that aspect because we do
have the reporting thing you also added, the more specific language, did you not?

John Walstad: | don't remember if that is the same as the earlier version. No, | don’t believe
| changed anything there, but | have a change the committee might want to think about.
(11:23) | also wanted to point that on the bottom of page 4, where we put in that thing about
subsection 3 and 4, | didn’t read far enough because the same thing exists over at the
beginning of subdivision b and ¢, it oniy refers to subsection 3 so what needs to be added is
“and 4",

Chairman Skarphol: To subsections b and ¢. Even though subsection 4 is reflected further
down in c? A third of the way down in ¢, it says....

John Walstad: Oh yes, that is correct.

Chairman Skarphol: You still need 3 and 4 further up in ¢?

.John Walstad: Farther up in ¢, where it says subsection 3, it should say “and 4°, but that
subsection 4 down below, that is fine because that is the per capita limit for cities and you look
at the combined amount they have in the direct amount and then the infrastructure amount.
Down at the bottom of page 5 in subsection 6, this is a reporting provision, it starts out within
90 days after the end of fiscal year. Senator Cook suggested that could be reduced to 60 days
Then over on page 6, the first full paragraph there, you have the calendar year and it was
suggested that that could be reduced to within 60 days after the time when the reports were
due from the counties. Let's back up and do it again here. You are saying that the 90 days on
subsection 6 is changed to 60 and then on page 6 in the first full paragraph that starts with the
words “by the end of the calendar year”, strike those words through and substitute “within 60
days after the time when reports under this subsection and it says “were received”. | believe it

.vould be better to say “when they were due” so if they came in late, you don't get to count 60
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days from the last one that showed up. What that would do is make these reports available by

the first of November instead of January 1.

Senator Cook: For the fiscal year.

John Walstad: For the year ending June 30, the reports would be delivered to the Legislative

Council by the end of October.

Chairman Skarphol: And Senator Stenehjem was amenable to that | am assuming?

Senator Cook: The way we look at this, | think, is that the report that we get here is based on

the fiscal year and will reflect the year in which they received their income. When they receive

their income might be different than the year spend it. | think the benefit of having it calendar

year is that would reflect how they spent the money, but somehow we have got to mesh both

together. This one would give us how they receive it and then if they have large ending

balance somewhere, then you have to start asking the questions about why this is here. They
.might say, we are going to spend it here before the year is over.

Chairman Skarphol: And it would help alleviate that confusion caused by vendor transfer

information to the fiscal year from the calendar year and getting it all rearranged. So we would

need to pencil in changes on pages 5 and 6. Is that correct? Those are the only places where

we would to pencil in something that was overlooked so that we will probably end up with

.0419 rather than .04187

John Waistad: That is correct.

Chairman Skarphol: Committee members, are you willing to move on this without the final

draft accepting that the final draft was what has been agreed to, not by another meeting of the

committee, but if there is a concern, we will call another meeting. Do we have a motion?

Senator Cook: Mr. Chairman, | will move the amendments .0418 that will scon become .0419

.once we make the changes, changing “90” to “60” and on subsection & at the bottom of page
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5, replacing the words “by the end of the calendar year” with “within 60 days after the time” and
replacing the word “received” with “due”.

Representative Drovdal: Amen and add “4".

Chairman Skarphol: We have to add 4 too?

Senator Cook: Up there on b and ¢, we have to add 3 “and 4”.

Chairman Skarphol: Juston c.

John Walstad: On b and ¢ on the second line.

Chairman Skarphol: We have a motion. Do we have a second?

Representative Drovdal: Second.

Chairman Skarphol: Seconded by Representative Drovdal. Any discussion? If not, we will

call the roll. (A roll call vote resulted in 6-0-0.) Thank you, committee members. Thank you,

.Mr. Walstad. We are done.
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

That the Senate recede from its amendments as printed on pages 1178-1182 of the Senate
Journal and pages 1348-1352 of the House Journal and that Reengrossed House Bill No. 1304
be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to aliocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1.

First the tax revenue collected under this chapter equal to one percent of
the gross value at the wali of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit:

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding si eight
million d_o!lars per.biennium,_' }

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand five
hundred or more and more than two percent of its private covered
empioyment engaged in the mining industry, according to data

compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven and

one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North
Dakota; and

34

c. Credit the remaining revenues to the state general fund.

After deduction of the amount provided in subsection 1, annual revenue
collected under this chapter from oil and gas produced in each county must
be allocated as follows:

a. The first ene two mjllion do!lars e#-ﬂﬁﬂuﬂ#—fev&nue—aﬁer—the—dedueﬂan

any-eeunty must be allocated to that the county.
The seeeﬂel next one million dpllars ef-annual-revenue-aﬁer-ﬂae

=

o S ELe

-----

must be allocated seventy-five percent to that
the county and twenty-five percent to the state general fund.
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€. The third next one million doll_ars of-arnua-revenue-aftorthe
must be allocated fifty percent to that the
county and fifty percent to the state general fund. Al-arnual-rovende
d. The next fourteen million dollars must be allocated twenty-five percent

to that the county and seventy-five percent to the state generai fund.

e. All annual revenue remaining after the allocation in subdivision d must
be allocated ten percent to the county and ninety percent o the state

general fund.

The amount to which each county is entitlied pursuant-te-this under
subsection 2 must be limited-based-upen-the-pepuiation-of allocated within
the county aeeerdingto-the-tastof BeRaHs-as-follows:

more-than S0 the first four million Six hundred thousand doflae
allocated under subsectlpn 4 fqr each fiscal yearrhewever-a-county

BAOH

pufpeses—Any and any amount received by a county exceeding four
million six hundred thousand dollars urderthis-subdivision is Aot
subjeet-te-allecation-undorsubscotion-3-butmust-be credited by the
county treasurer to the county gereral infrastructure fund and
allocated under subsection 5.
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a

Forty-five percent of all revenues i

be allocated to any county hereunder for allocation under this
subsection must be credited by the county treasurer to the county
general fund. However, the allocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge. farm-to-market and

federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost muitiplied by the number of
students in average daily attendance or the number of children of
school age In the schooi census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues aliocated to any county hereunder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must b
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this limitation must be deposited instead in that county's general
fund. ided; ; # In determining the population of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for
purposes of i Ha-limitatien-in this seetien

subdivision must be increased by
iy ::"‘::‘ oS "“.‘.: :::“"
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& Feur-hundred-twenty eight hundred percent. If a city receives a

irect allocation under subsection 1. the allocation to that ci
under this subsection is limited to sixty percent of the amount

otherwise determined for that city under this subsection and the
amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated t a county infrastructur
fund under subsection 3 must be cre ited by the county treasurer to
the county general fund. However, the alloc tion to a county under
this subdivision must be credited to the state neral fund if durin
that fiscal year the county does not levy a total of at isast ten mills for
combined levies for county road and bridge farm-to-market and

federai aid road, and county road purposes.

Thirty-five percent of all revenues allocated to the coun

infrastructure fund under subsection 3 must be allocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset
oll and gas development impact to townshi roads or other
infrastructure needs. An orqaniz wnship is not eligible for an
allocation of funds under this subdivision unless during that fiscal year
that township levies at ieast ten mills for townshi urposes. For
unorganized townships within the county. the board of coun
commissioners may expend an appropriat ortion of revenues under
this subdivision to offset il and gas develo ment impact to townshi
roads or other infrastructure needs in those townships. The amount
deposited during sach calendar year in the county infrastructure fund
which is designated for ailocation under this subdivision and which is
unexpended and unobligated at the end of the calendar vear must be
transferred by the county treasurer to the county road and bridge fund
for use on county road and bridge projects.

TN

Twenty percent of all revenues aliocated to any county infrastructur
fund under subsection 3 must be allocated b the county treasurer no
less than gquarterly to the incomporated cities of the county,

rtionment among cities under this subsection must be based
upon the ulation of each incorporated city according to the las
official decennial federai census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals

more than seven hundred fifty doilars per capita. Once this per capita

limitation has been reached, all excess funds to which a city would
otherwise be entitied must be deposited instead in that county's

eneral fund. If a city receives a direct allocation under subsection 1 1\
the allocation to that city under this subsection Is limited to si

ercent of the amount otherwise determined for that city under this
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subsection and the amount exceeding this limitation must be
reallocated among the other cities in the county.

Within ninety days after the end of each fiscal year, the board of county
commissioners of each county that has received an allocation under this

section shall file a report for the fiscal year with the energy development
impact office, in a format prescribed by the energy development impact
office, showing:

a. The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,
and the share of county property tax revenue expended for each of

those purposes. and the amount of those funds unexpended at the
end of the fiscal year; and

(s

The amount available in the county infrastructure fund for allocation to

or for the benefit of townships, the amount allocated to each
organized township and the amount expended from each such
allocation by that township, the amount expended by the board of
county commissioners on behalf of each unorganized township for
which an expenditure was made, and the amount available for
allocation to or for the benefit of townships which remained
unexpended at the end of the fiscal year.

By the end of the calendar year when reports under this subsection were
received, the energy development impact office shall provide a report to th

legislative councii compiling the information from reports received under
this subsection and information on oil and gas impact grants awarded
during the fiscal year for which the reports were received.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events
occurring after June 30, 2009."

Renumber accordingly
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

That the Senate recede from its amendments as printed on pages 1348-1352 of the House
Journal and pages 1178-1182 of the Senate Journa! and that Reengrossed House Bill
No. 1304 be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

§57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit;

a. Credit thirty-three and one-third percent of the revenues to the cil and
gas impact grant fund, but not in an amount exceeding sk eight

mllllon dollars per blennlum—lnelualmg-eny-ameunte-ethemee

leglelathve-aeeembly,—eed-whe-ehall-efedl%;

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand five
hundred or more and more than two percent of its private covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven and
one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North
Dakota; and

(=3

c. Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1, annual revenue

coliected under this chapter from oil and gas produced in each ¢ounty must

be allocated as follows:
a. The f'rst ene 1w_ mlllion dollars e#-enﬂuel-feveﬂue-eﬁef—the-eeelueﬂen

eﬂ»,l—@.-el;wut-,l must be allocated to that ;_e county
The eeeene J one mllllon dollars et—eem;rel—fevenee-a#ef—the

(34

- must be allocated seventy -five percent to thet
the county and twenty-five percent to the state general fund.

Page No. 1 90260.0417



|

c. The th+rd ﬂ one mrllion doilars e#—eenuet—reveeue—etteﬁ-the
pfedueed-m-any-eetm must be allocated flfty percent to thet the —
county and frfty percent to the state general fund Atl—aenueHevenue ( ‘

ah o e

d. The next fourteen million dollars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.

e. All annual revenue remaining after the allocation in subdivision d must

be ailocated ten percent to the county and ninety percent to the state
general fund.

The amount to which each county is entitled pursuantte-this under
subsection 2 must be hmﬂed—beeed—ueee—t-he-pepeletree—e# allocated wnhrn

the county aees

- 50 ter : r allln six hndr houad dolla s '
Ilocated under subsectlon 4 for each flscal year—hewever—e—eeemty

purpeses—Any ng any amount recefved by a county exceeding four
mlllion six hundred thousand doIIars under—thie—eem is rot

: put-must-be credited by the
county treasurer to the county generet mfrastructure fund and
allocated under subsection 5.
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Forty-five percent of all revenues istal

be allocated to any county hereunder for aliocation under this
subsection must be credited by the county treasurer to the county
general fund. However, the allocation to a county under this
subdivision must be credited to the state general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then muitiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance"” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

Twenty percent of all revenues allocated to any county hereunder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an

allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per capita. Once

this levet has been reached through distributions under this
subsaction, all excess funds to which any city would be entitled except
for this limitation must be deposited Instead in that county’s general
fund. Previded-hewever-thatin In determining the population of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for
purposes of deiemﬂn#tg—&m—mr—eap&a—l#nﬂet—ieﬂ-m this seetion
subdivision must be increased by adding-te-the-pepuiation-ef-the-city
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{2} Feurhundred-twenty eight hundred percent. If a city receives a
direct allocation under subsection 1, the allocation to that city

under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the

amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated to a county infrastructure
fund under subsection 3 must be credited by the county treasurer to
the county general fund. However, the allocation to a county under
this subdivision must be credited to the state general fund if during
that fiscal year the county does not ievy a total of at least ten mills for

combined levies for county road and bridge, farm-to-market and

federal ald road, and county road pumoses.

Thirty-five percent of all revenues allocated to the county
infrastructure fund under subsection 3 must be aliocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset
oil and gas development impact to township roads or other
infrastructure needs or applications by school districts_for repair or
replacement of school district vehicles necessitated by damage or

deterioration attributable to travel on oil and gas
development-impacted roads. An organized township is not eligible

for an allocation of funds under this subdivision unless during that
fiscal year that township levies at least ten milis for township

purposes. For unorganized townships within the county, the board of
county commissloners may expend an appropriate portion of

revenues under this subdivision to offset oil and gas development

impact to township roads or other infrastructure needs in those
townships. The amount deposited during each calendar year in the

county infrastructure fund which is designated for allocation under this
subdivision and which is unexpended and unobligated at the end of
the calendar year must be transferred by the county treasurer to the
county road and bridge fund for use on county road and brid

rojects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsection 3 must be allocated by the county treasurer no
less than quarterly to the incorporated cities of the county.
Apportionment among cities under this subsection must be based
upon the population of each incorporated city according to the fast
official decennial federal census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals

more than seven hundred fifty dollars per capita. Once this per capita
limitation has been reached, all excess funds to which a city would
otherwise be entitied must be deposited instead in that county's
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general fund. If a city receives a direct allocation under subsection 1,
the allocation to that city under this subsection is limited to sixty
percent of the amount otherwise determined for that city under this
subsection and the amount exceeding this limitation must be
reallocated among the other cities in the county.

Within ninety days after the end of each fiscal year, the board of county

commissioners of each county that has received an allocation under this

section shall file a report for the fiscal year with the tax commissioner, in a
format prescribed by the tax commissioner, showing:

a.

(o

The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,
and the share of county property tax revenue expended for each of
those purposes, and the amount of those funds unexpended at the

end of the fiscal year; and

The amount available in the_county infrastructure fund for allocation to
or for the benefit of townships or school districts. the amount allocated
to each organized township or school district and the amount
expended from each such allocation by that township or school
district, the amount expended by the board of county commissioners
on behalf of each unorganized township for which an expenditure was
made, and the amount available for aliocation to or for the benefit of
townships or school districts which remained unexpended at the end
of the fiscal year.

By the end of the calendar year when reports under this subsection

were received, the tax commissioner shall provide a report to the legislative

council compiling the information from reports received under this
subsection.

in developing the format for reports under this subsection, the tax

commissioner shall consult the energy development impact office and at
least two county auditors from cil-producing counties.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events
occurring after June 30, 2009.”

Renumber accordingly
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90260.0418 Prepared by the Legislative Council staff for
Title. Conference Committee
Aprit 25, 2009

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

That the Senate recede from its amendments as printed on pages 1348-1352 of the House
Journal and pages 1178-1182 of the Senate Journal and that Reengrossed House Bill
No. 1304 be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51- 15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposnted with the state treasurer who shall efed&

a. Credit thirty-three and one-third percent of the revenues to the oil and ‘
gas impact grant fund, but not in an amount exceeding i eight

million dollars per blenmum—meludmg—a-ny—ameun-ts-ethelwree

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand five
hundred or more and more than two percent of its private covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this
subdivision_ must be doubled if the city has more than seven and

one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North

Dakota; and

(4

¢c. Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1. annual revenue
collected under this chapter from oil and gas produced in each county must
be allocated as follows:

a. The first ene two mllllon dollars ef—anneal-feveﬁue-aﬂer—the-dedﬁeﬂen
eny—eeaﬂty must be allocated to that the county
The eeeend next one mIHIOl'l dollars et-emuel—reveﬂue-eﬂef—the

(=4

i . must be allocated seventy-flve percent to that
the county and twenty-five percent to the state general fund.
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The th+|=d n_&t one mllllon dollars e#-annual—reve_r-tee—a#er—the

predaeed-ra—aa-y—eeent-y must be allocated fifty percent to that h
county and flfty percent to the state general fund All—enauel-ﬁeveaue

[

The next fourteen million dollars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.

All annual revenue remaining after the allocation in subdivision d must

be allocated ten percent to the county and ninety percent to the state
general fund.

The amount to which each county is entitled putsuantte-this under
subsection 2 must be hmrted—baeed—egmt—the—pepulatree—af allocated w:thm

the county aeee

@

mere—than so the flrst four mlllton six hundrad thousand dolla
allocated under subsection 4 for each fiscal year—hewever-a—eeanty

purpeeee—Any nd any amount recelved by a county exceedlng four
mlllron sux hundred thousand dollars under—#uesubdma is Aot

rustbe credited by the
county treasurer to the county geeeral mfrastructure fund and
allocated under subsection 5.
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Forty-five percent of all revenues islati

be allocated to any county hereunder for allocation under this
subsection must be credited by the county treasurer to the county
general fund. However, the allocation to a county under this
subdivision must be credited to the state generai fund if during that
fiscal year the courty does not levy a total of at least ten milis for
combined levies for county road and bridge, farm-to-market and

federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average dalily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then muitiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

The countywide aliocation to school districts under this
subdivision is subject to the following:

(1}  The first three hundred fifty thousand dollars is apportioned
entirely among school districts in the county. ,

(2) The_ next three hundred fifty thousand dollars is apportioned

seventy-five percent among school districts in the county and
twenty-five percent to the county infrastructure fund.

{3) The next two hundred sixty-two thousand five hundred dollars is

apportioned two-thirds among school districts in the county and
one-third to the county infrastructure fund.

{4) The next one hundred seventy-five thousand dollars is
apportioned fifty percent among school districts in the county
and fifty percent to the county infrastructure fund.

(5) Anyremaining amount is apportioned to the county
infrastructure fund except from that remaining amount the

following amounts are apportioned among school districts in the
county:
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(a) Four hundred ninety thousand dollars, for counties having
a population of three thousand or fewer,

(b) Five hundred sixty thousand dollars, for counties having a
population of more than three thousand and fewer than
six thousand.

(¢) Seven hundred thirty-five thousand dollars, for counties
having a population of six thousand or more.

Twenty percent of all revenues allocated to any county hereunrder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this limitation must be deposited instead in that county's general
fund. Previded-hewever—thatin In determining the population of any
city in which total employment increases by more than two hundred
percent seasonally due to tourism, the population of that city for
purposes of detefmimng-@he-per-eepna-hmﬂahem this seetier

subdtwsnon must be mcreased by addmg—te—the—pepu#&ken—e#—ﬂae—ek—y

2 Feur-hundredtwenty eight hundred percent. If a city receives a

direct allocation under subsection 1, the allocation to that city
under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the
amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated o a county infrastructure
fund under subsections 3 and 4 must be credited by the county

treasurer to the county general fund. However, the allocation to a
county under this subdivision must be credited to the state general
fund if during that fiscal year the county does not levy a total of at
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least ten mills for combined levies for county road and bridgs,
tarm-to-market and federal aid road, and county road purposes.

Thirty-five percent of all revenues allocated to the county
infrastructure fund under subsection 3 must be allocated by the board
of county commissioners to or for the benefit of townships in the
county on the basis of applications by townships for funding to offset
oil and gas development impact to township roads or other
infrastructure needs or applications by school districts for repair or
replacemant of school district vehicles necessitated by damage or
deterioration attributable to travel on oil and gas
development-impacted roads. An organized township is not eligible
for an allocation of funds under this subdivision unless during that
fiscal year that township levies at least ten mills for township
purposes. For unorganized townships within the county, the board of
county commissioners may expend an appropriate portion of
revenues under this subdivision to offset oil and gas development
impact to township roads or other infrastructure needs in those
townships. The amount deposited during each calendar year in the
county infrastructure fund which is designated for allocation under this
subdivision and which is unexpended and unobligated at the end of
the calendar year must be transferred by the county treasurer to the

county road and bridge fund for use on county road and bridge
projects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsection 3 must be aliocated by the county treasurer no
less than quarterly to the incorporated cities of the county.
Apportionment among cities under this subsection must be based
upon the population of each incorporated city according to the last
official decennial federal census. A city may not receive an allocation
for a fiscal year under this subsection and subsection 4 which totals
more than seven hundred fifty dollars per capita. Once this per capita
limitation has been reached, all excess funds to which a city would
otherwlise be entitled must be deposited instead in that county’s
general fund. If a city receives a direct allocation under subsection 1,
the allocation to that city under this subsection is limited to sixty
percent of the amount otherwise determined for that city under this
subsection and the amount exceeding this limitation must be

reallocated among the other cities in the county.

Within ninety days after the end of each fiscal year, the board of county
commissioners of each county that has received an allocation under this
section shall file a report for the fiscal year with the tax commissioner, in a

format prescribed by the tax commissioner, showing:

a.

1=

The amount received by the county in its own behalf, the amount of

those funds expended for each purpose 10 which funds were devoted,
and the share of county property tax revenue expended for gach of

those purposes, and the amount of those funds unexpended at the
end of the fiscal year; and

The amount available in the county infrastructure fund for allocation to

or for the benefit of townships or school districts, the amount allocated
to each organized township or school district and the amount

expended from each such allocation by that township or school
district, the amount expended by the board of county commissioners
on behalf of each unorganized township for which an expenditure was

made, and the amount available for allocation to or for the benefit of
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townships or school districts which remained unexpended at the end
of the fiscal year.

By the end of the calendar year when reports under this subsection
were received, the tax commissioner shall provide a report to the leqisiative
council compiling the information from reports received under this
subsection.

In developing the format for reports under this subsection, the tax
commissioner shall consult the energy development impact office and at

least two county auditors from oil-producing counties.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events
occurring after June 30, 2009."

Renumber accordingly
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Prepared by the Legislative Council staff for
Conference Committee
April 25, 2009

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1304

That the Senate recede from its amendments as printed on pages 1348-1352 of the House
Journal and pages 1178-1182 of the Senate Journal and that Reengrossed House Bill
No. 1304 be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1.

First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit:

a.

=

c.

Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding 9 eight

mllhon dollars per blenmum—meluellng—aey-emeen-ts-ethemee

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand five

hundred or more and more than two percent of its private covered
employment engaged in the mining industry, according to data
compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven and
one-half percent of its private covered employment engaged in the
mining industry, according to data compiled by job service North
Dakota; and

Credit the remaining revenues to the state general fund.

After deduction of the amount provided in subsection 1, annual revenue

collected under this chapter from oil and gas produced in each county must

be allocated as follows:

a.

[

The flrst eﬁe two mIHlOﬂ dollars el-anneal—revenue—aﬁer—&te—eleeeeaeﬁ

must be allocated to thet the county
The eeeeﬂd next one mllllon dollars ef-aeneal—revenee—aﬁef—the

must be allocated seventy fIVB percent to that
the county and twenty-five percent to the state general fund.
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The th#d next one mllllon dol!ars ef—ennuat—revenue—a#er—the 2 ’6

c.
predueed—m—aﬂy-eeunty must be altocated fifty percent to th&t the
county and frfty percent to the state general fund Atl—aeneat—reverwe

’ d. The next fourteen million dollars must be allocated twenty-five percent
to that the county and seventy-five percent to the state general fund.
¢. All annual revenue remaining after the allocation in subdivision d must

be allocated ten percent to the county and ninety percent to the state
general fund.

The amount to which each county is entitled purswantte-this un
subsection 2 must be hmﬂed—based—upen—the—peemahen-ef allocated W|thm

the county

o2

mere—than so the flrst four ml||IOI‘I six hundred thousand dolla rsis
allocated under subsectlon 4 fcr each flscal year—hewever—a—eetmty

pufeeees—An»y and any amount recelved by a county exceedmg four
mtlhon srx hundred thcusand dollars ender—thts—eubdtweten is not

ptie must-be credited by the
county treasurer to the county generat |nfrastructure fund and
aliocated under subsection 5.
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Forty-five percent of all revenues ;
be allocated to any county hereunder for allocation under this
subsection must be credited by the county treasurer to the county

general fund. However, the allocation to a county under this

subdivigion must be credited to the state general fund_if during that
fiscal year the county does not levy a total of at least ten mills for

combined levigs for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of ail revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county on
the average daily attendance distribution basis, as cenrtified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost muitiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitled to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the school district would be
entitied as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

The countywide allocation to school districts under this
subdivision is subject to the following:

(1) The first three hundred fifty thousand dollars is apportioned
entirely among school districts in the county.

(2) The next three hundred fifty thousand dollars is apportioned
seventy-five percent among school districts in the county and
twenty-five percent to the county infrastructure fund.

(3} The next two hundred sixty-two thousand five hundred dollars is

apportioned two-thirds among school districts in_the county and
one-third to the county infrastructure fund.

(4) The next one hundred seventy-five thousand dollars is

apportioned fifty percent among school districts in the county

and fifty percent to the county infrastructure fund.

{8) Any remaining amount is apportioned to the county
infrastructure fund except from that remaining amount the
following amounts are apportioned among school districts in the

county:
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(a) Four hundred ninety thousand dollars, for counties having
a population of three thousand or fewer.

{b) Five hundred sixty thousand dollars, for counties having a

population of more than three thousand and fewer than
six thousand.

{c)} Seven hundred thirty-five thousand dollars, for counties
having a population of six thousand or more.

Twenty percent of all revenues allocated to any county hereunder for
allocation under this subsection must be paid apportioned no less
than guarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 5
which totals more than seven hundred fifty dollars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled except
for this hm:tatlon must be deposited instead in that county's general
fund. Preovided-heweverthatin [n determining the population of any
city in which total employment increases by mare than two hundred
percent seasonally due to tourism, the population of that city for

purposes of W this seetion
subdnwsnon must be mcreased by ademg-te-the-pepumﬂen-eﬁ-the-eﬂy

&) Feurhundredtwenty eight hundred percent. If a city receives a
direct allocation under subsection 1, the allocation to that city

under this subsection is limited to sixty percent of the amount
otherwise determined for that city under this subsection and the

amount exceeding this limitation must be reallocated among the
other cities in the county.

Forty-five percent of all revenues allocated to a county infrastructure
fund under subsections 3 and 4 must be credited by the county

treasurer to the county general fund. However, the allocation to a

county under this subdivision must be credited to the state general

fund if during that fiscal year the county does not levy a total of at
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least ten mills for combined levies for county road and bridge,
farm-to-market and federal aid road, and county road purposes.

Thirty-five percent of all revenues allocated to the county

infrastructure fund under subsections 3 and 4 must be allocated by
the board of county commissioners to or for the benefit of townships in

the county on the basis of applications by townships for funding to
offset oll and gas development impact to township roads or other
infrastructure needs or applications by school districts for repair or
replacement of school district vehicles hecessitated by damage or
deterioration attributable to travel on oil and gas
development-impacted roads. An organized township is not eligible
for an allocation of funds under this subdivision unless during that
fiscal year that township levies at ieast ten mills for township
purposes. For unorganized townships within the county, the board of

county commissioners may expend an appropriate portion of
revenues under this subdivision to offset oil and gas development
impact to township roads or other infrastructure needs in those

townships. The amount deposited during each calendar year in the
county infrastructure fund which is designated for allocation under this
subdivision and which is unexpended and unobligated at the end of
the calendar year must be transferred by the county treasurer to the
county road and bridge fund for use on county road and bridge
projects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsections 3 and 4 must be allocated by the county
treasurer no less than quarerly to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection 4
which totals more than seven hundred fifty dollars per capita. Once
this per capita limitation has been reached, all excess funds to which
a city would otherwise be entitled must be deposited instead in that
county's general fund. If a city receives a direct allocation under

subsection_1, the allocation to that city under this subsection is limited
to sixty percent of the amount otherwise determined for that city under

this subsection and the amount exceeding this limitation must be
reallocated among the other cities in the county.

Within sixty days after the end of each fiscal year, the board of county
commissioners of each county that has received an allocation under this
section shall file a report for the fiscal year with the tax commissioner, in a

format prescribed by the tax commissioner, showing:

a.

=

The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,

and the share of county property tax revenue expended for each of
those purposes, and the amount of those funds unexpended at the

end of the fiscal year; and

The amount available in the county infrastructure fund for allocation to
or for the benefit of townships or school districts, the amount allocated

to each organized township or school district and the amount

expended from each such allocation by that township or school
district, the amount expended by the board of county commissioners

on behalf of each unorganized township for which an expenditure was
made, and the amount available for allocation to or for the benefit of
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townships or school districts which remained unexpended at the end
of the fiscal year.

Within sixty days after the time when reports under this subsection
were due, the tax commissioner shall provide a report to the legislative
council compiling the information from reports received under this
subsection.

In_developing the format for reports under this subsection, the tax
commissioner shall consult the energy development impact office and at
least two county auditors from oil-producing counties.

SECTION 2. EFFECTIVE DATE. This Actis effective for taxable events
occurring after June 30, 2009."

Renumber accordingly
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REPORT OF CONFERENCE COMMITTEE
HB 1304, as reengrossed: Your conference committee (Sens. Cook, Miller, Anderson and
Reps. Skarphol, Drovdal, Williams) recommends that the SENATE RECEDE from the
Senate amendments on HJ pages 1348-1352 and place HB 1304 on the Seventh
order.

That the Senate recede from its amendments as printed on pages 1348-1352 of the House
Journal and pages 1178-1182 of the Senate Joumal and that Reengrossed House Bill
No. 1304 be amended as follows:

Page 1, line 1, after "A BILL" replace the remainder of the bili with "for an Act to amend and
reenact section 57-51-15 of the North Dakota Century Code, relating to allocation of oil
and gas gross production taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the North Dakota Century
Code is amended and reenacted as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross production
tax provided for in this chapter must be apportioned as follows:

1. First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit;

a. Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding si% eight

mrlllon doltars per blenmum—metuemg—eny—ameunt-e—ethemrse

(=3

Allocate five hundred thousand dollars per fiscal year to each city in
an oil-producing county which has a population of seven thousand
five hundred or more and more than two percent of its private
covered employment engaged in_the mining industry, accerding to
data compiled by job service North Dakota. The allocation under this
subdivision must be doubled if the city has more than seven and
one-half percent of its private covered employment engaged in the
mining _industry, according_to data compiled by job service Naorth
Dakota; and

c. Credit the remaining revenues to the state general fund.

2. After deduction of the amount provided in subsection 1, annual revenue
collected under this chapter from oil and gas produced in each county
must be allocated as follows:

|

The flrst ene two mllllon dollars et—anneal—revenue—aﬂer—t-he—deéuettee

any—eeunty must be allocated to that the county

b, The eeeene next one mtlllon dollars ef-aﬁauet—fevenee—aﬂee-the

gae—predueed—m—any—eeumy must be allocated seventy frve percent to
that the county and twenty-five percent to the state general fund.

{2) DESK, (2) COMM Page No. 1 HR-74-8625
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The thwe\ next one mltlton doltars et—annual—mvenw——-aﬂer——the

must be allocated fttty percent to that the

pFee\ueed—m—a-ny—eeu-m-y
county and ftfty percent to the state general fund Nkanﬁuakreveﬁue

The next fourteen million dollars must be allocated twenty-five
percent to #at the county and seventy-five percent to the state
general fund. Heweverthe

All annual revenue remaining after the allocation in subdivision d
must be allocated ten percent to the county and ninety percent to the
state general fund.

The amount to which each county is entitled putsuant—te—this under
subsection 2 must be m»ted-based-ueen—the—peptﬂatteﬁ—et aIIocated within

purpeses—ARY a nd any amount received by a county exceedmg four
million six hundred thousand dollars uhder—this—subdivisien is ret

credited by the
county treasurer to the county gemeral infrastructure fund and
allocated under subsection 5.

Page No. 2 HR-74-8625
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[

Forty-five percent of all revenues as—ray-by-the-legislative-assembly
be allocated to any county hereunder for allocation under this

subsection must be credited by the county treasurer to the county
general fund. However, the allocation to a county under this
subdivision must be credited to the state _general fund if during that
fiscal year the county does not levy a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
federal-aid road, and county road purposes.

Thirty-five percent of all revenues allocated to any county for
allocation under this subsection must be apportioned by the county
treasurer no less than quarterly to school districts within the county
on the average daily attendance distribution basis, as certified to the
county treasurer by the county superintendent of schools. However,
no school district may receive in any single academic year an amount
under this subsection greater than the county average per student
cost multiplied by seventy percent, then multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Provided, however, that in any county in which the average daily
attendance or the school census, whichever is greater, is fewer than
four hundred, the county is entitted to one hundred twenty percent of
the county average per student cost multiplied by the number of
students in average daily attendance or the number of children of
school age in the school census for the county, whichever is greater.
Once this level has been reached through distributions under this
subsection, all excess funds to which the schoaol district would be
entitled as part of its thirty-five percent share must be deposited
instead in the county general fund. The county superintendent of
schools of each oil-producing county shall certify to the county
treasurer by July first of each year the amount to which each school
district is limited pursuant to this subsection. As used in this
subsection, "average daily attendance” means the average daily
attendance for the school year immediately preceding the certification
by the county superintendent of schools required by this subsection.

The countywide allocation to school districts under this
subdivision is subject to the following:

(1) The first three hundred fifty thousand doltars is apportioned
entirely among school districts in the county.

{2) The next three hundred fifty thousand dollars is appertioned
seventy-five percent among school districts in the county and
twenty-five percent to the county infrastructure fund.

{3) The next two hundred sixty-two thousand five hundred dollars
is_apportioned two-thirds among _school districts in the county
and one-third to the county infrastructure fund.

(4) The next one hundred seventy-five thousand dollars is
apportioned fifty percent ameng school districts in the county
and fifty percent tg the county infrastructure fund.

Page No. 3 HR-74-8625
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(5) Any remaining amount is _apportioned to the county
infrastructure fund_except from that remaining amount the
following amounts are apportioned among school districts_in

the county:

(@) Four hundred ninety thousand dollars, for counties
having a population of three thousand or fewer.

(b) Five hundred sixty thousand dollars, for counties having
a population of more than three thousand and fewer than
six thousand.

(¢} Seven hundred thirty-five thousand dollars, for counties
having a population of six thousand or more.

i

Twenty percent of all revenues allocated to any county hketeunder for
allocation under this subsection must be paid apportioned no less
than quarterly by the state treasurer to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal year under this subsection and subsection &
which totals more than seven hundred fifty dollars per capita. Once
this level has been reached through distributions under this
subsection, all excess funds to which any city would be entitled
except for this limitation must be deposited instead in that county's
. general fund. PRrevided—hewever—that—in In determining the

population of any city in which total employment increases by more
than two hundred percent seasonally due to tourism, the population
of that city for purposes of determining-the-percapitatimitationin this

seeﬂen subdwnsmn must be mcreased by addmg—te—the—pep&aﬂeﬁ-e-‘r

&
b
8-

& Feurhundred-twenty eight hundred percent. If a city receives a

direct allocation under subsection 1, the aliocation to that city

under this subsection is limited to sixty percent of the ameount
otherwise determined for that city under this subsecticn and the

(2) DESK. (2) COMM Page No. 4 HR-74-8625
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amount_exceeding this limitation must be reallocated among
the other cities in the county.

5. a. Forty-five percent of all revenues allocated to a county infrastructure
fund under subsections 3 and 4 must be credited by the county
treasurer to the county general fund. However, the allocation to a
county under this subdivision must be credited to the state general
fund if during that fiscal year the county does not levy a total of at
least ten mills for combined levies for county road and bridge,
farm-tg-market and federal aid road, and county road purposes.

o

Thirty-five percent of all revenues allocated to the county
infrastructure fund under subsections 3 and 4 must be allocated by
the board of county commissioners to or for the benefit of townships
in the county on the basis of applications by townships for funding to
offset oil and gas development impact to township roads or other
infrastructure needs or_applications by school districts for repair or
replacement of school district vehicles necessitated by damage or
deterioration attributable to  travel on oil and gas
development-impacted roads. An organized township is not eligible
for an allocation of funds under this subdivision unless during_that
fiscal year that township levies at least ten mills for township
purposes. For unorganized townships within the county, the board of
county commissioners may expend an _appropriate portion of
revenues under this subdivision to offset oit and gas development
impact to township roads or other infrastructure needs in those
townships. The amount deposited during each calendar year in the
county infrastructure fund which is designated for allocation under
this subdivision and which is unexpended and unobligated at the end
of the calendar yvear must be transferred by the county treasurer to
the county road and bridge fund for use on county road and bridge

projects.

Twenty percent of all revenues allocated to any county infrastructure
fund under subsections 3 and 4 must be altocated by the county
treasurer no less than quarterly to the incorporated cities of the
county. Apportionment among cities under this subsection must be
based upon the population of each incorporated city according to the
last official decennial federal census. A city may not receive an
allocation for a fiscal vear under this subsection and subsection 4
which totals more than seven hundred fifty dollars per capita. Once
this per capita limitation has been reached, all excess funds to which
a city would otherwise be entitled must be deposited instead in that
county's general fund. If a city receives a direct allocation under
subsection 1, the allocation to that city under this subsection is limited
to sixty percent of the amount otherwise determined for that city
under this subsection and the amount exceeding this limitation must
be reallocated among the other cities in the county.

|©

|

Within sixty days after the end of each fiscal year, the board of county
commissioners of each county that has received an allocation under this
section shall file a report for the fiscal year with the tax commissioner, in a
format prescribed by the tax commissioner, showing:

a. The amount received by the county in its own behalf, the amount of
those funds expended for each purpose to which funds were devoted,

and the share of county property tax revenue expended for each of

{2) DESK, (2) COMM Page No. 5 HR-74-8625
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those purposes, and the amount of those funds unexpended at the
end of the fiscal year; and

(S

The amount available in the county infrastructure fund for allocation
to or for the benefit of townships or scheool districts, the amount
allocated to each organized township or school district and the
amount expended from each such allocation by that township or
school district, the amount expended by the board of county
commissioners on behalf of each unorganized township for which an
expenditure was made, and the amount available for allocation to or
for_the benefit of townships or school districts which remained
unexpended at the end of the fiscal year.

Within sixty days after the time when reports under this subsection
were due, the tax commissioner shall provide a report to the leqgislative
council compiling the information from reports received under this
subsection.

in developing the format for reports under this subsection, the tax
commissioner shall consult the energy development impact office and at
least two county auditors from oil-producing counties.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable events

occurring after June 30, 2008."

Renumber accordingly

. Reengrossed HB 1304 was placed on the Seventh order of business on the calendar.
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Atacbaent

90260.0202 Prepared by the Legislative Council staff for
Title. Representative Skarphol
January 24, 2009
. PROPOSED AMENDMENTS TO HOUSE BILL NO. 1304
\
N

Page 1, replace lines 8 through 14 with: -

"1.  First the tax revenue collected under this chapter equal to one percent of
the gross value at the well of the oil and one-fifth of the tax on gas must be
deposited with the state treasurer who shall eredit:

a.

o

C.

Credit thirty-three and one-third percent of the revenues to the oil and
gas impact grant fund, but not in an amount exceeding six million
dollars per biennium, including any amounts otherwise appropriated
for oil and gas impact grants for the biennium by the Ieglslatlve
assembly;-ane-whe-shall-credit;

Allocate six hundred twenty-five thousand dollars per fiscal year to
each city in an oil-producing county which has a population of seven
thousand five hundred or more and more than two percent of its
private covered employment engaged in the mining industry,
according to data compiled by job service North Dakota. The

allocation under this subdivision must be doubled if the city has more
than seven and one-half percent of its private covered employment

engaged in the mining industry, according to data compiled by job

service North Dakota: and

Credit the remaining revenues to the state general fund."

Page 1, remove lines 21 through 24

Page 2, remove lines 1 and 2

Page 2, line 3, replace "c.

." with "b."

Page 2, remove lines 7 through 12

Page 2, line 13, replace "e." with "¢."

Page 2, remove lines 17 through 22

Page 2, line 23, replace "g.” with "d."

Page 2, line 25, replace "f" with "¢"

Page 3, line 3, overstrike "up to", remove "five", overstrike "million”, remove "gight", and
overstrike "hundred"

Page 3, line 4, overstrike "thousand dollars under this subdivision" and insert immediately
thereafter "the full amount of its allocation under subsection 2"

Page 3, line 13, overstrike "up to" and remove "six"

Page No. 1 90260.0202
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Page 3, line 14, overstrike "million one hundred", remove "fifty’, and overstrike "thousand
dollars under this subdivision” and insert immediately thereafter "the full amount of its
aliocation under subsection 2"

Page 3, line 23, overstrike "up to", remove "six’, overstrike "million”, remove "ning”, and
overstrike "hundred thousand doilars™

Page 3, line 24, overstrike "under this subdivision” and insert immediately thereafter "the full
amount of its allocation under subsection 2"

Page 5, line 2, remove "subdivision b of* and replace "2" with "1"

Page 6, line 12, remove "subdivision b of" and replace "2" with "1"

Renumber accordingly

Page No. 2 90260.0202
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North Dakota Association of
Oil & Gas Producing Counties

EXECUTIVE COMMITTEE

Supt. Anthony Duletski
President
Bowrnan County PSD

Brad Bakkedahl
Past President
Williston

Jim Arthaud
Billings County

Greg Boschee
Mountrail County

Dan Brogz
Bowmnen City

Stave Holen
McKenzie County PSD

Gary Metby
bowbells City

)Verdean Kvoum
-’ Bottineau County
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1. Impacts tabulated

* NDSU study completed January 2008- $36.9- $46.2 million a year or
$73.8-592.4 million in damage for biennium

¢ 1983 caps based on population, not correlation to damage on the ground

* $1.2 billion surplus, $800 million was generated from oil activity

2. Lifting caps

» Fiscal note at today’s oil prices to take the caps off is my fiscal note
estimate of $24 million/biennium

* Governor’s bill 2013/2229 contains up to $24 million but the fisca! note is
less given today’s projections for dropping oil production

* State takes 3 dollars, the top oil producing county takes 1

* If the county production falls off, the state and county share at the lower
50/50

* Intent of the 5% gross production tax isn’t being met today with the caps
on

VICKY STEINER - EXECUTIVE DIRECTOR
859 Senior Ave. - Dickinson, ND 58602-1333 - Phone: (701) 483-TEAM (8326} - Fax: {701) 483-83286 -~ Caliular (701} 260-1339
E-mail: vsteinar@ndsupernet.com - Web: www.ndollgas govolfice.com

Linda Svihovec - Permit Operator
P.0. Box 504 ~ Wattord City, ND' 58854 ~ Phone; 701-844-3457 (work) - Phone: 701-444-4061 (home) ~ Fax: 701-444-4113 ~ Emali Isvihovec @ co.mekenzie.nd us



3. What works

e TWO state funding sources - assure success of the oil industry with viable
long term county infrastructure

e 1- Energy impact funding- HB 1225 and HB 1275 take off the cap-
estimated $27 million biennium fiscal note at $57 oil, the Governor’s
proposal $14 million new money, current law $6 million biennium

e 2- lift the caps and ailow the top oil producing counties 25% at the
bottom of the formula which was law prior to 1981- the caps are not
working given increases to road construction and the pace of the oil
development

e Fatalities, road safety, bridge repair, school bus breakdowns, loss of
property values for local citizens, increased law enforcement, counties
compete for resources with the industry, water infrastructure needs are

part of why the oil counties need that 25% at the bottom of the formula,
not zero as is current law.

The North Dakota Association of Qil and Gas Producing Counties

supports an amendment to remove the caps in HB 1304.
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Dunn County Fast Facts

County Taxable Valuation 2008 (2009 Budget based on this Valuation) ---$13,573,191

i \ County Wide Mill Levy 2008 (Taxes payable 2009) ----e-mmm—eemmmmmeeeo 101.61 Mills
Road and Bridge Mills 2008 (Available for 2009 Budget) --------m-ceeumcmmee- 39.19 Mills
Property Taxes for roads 2009 =--------mecmmocomeeeeo. $ 502,000
Other Revenue for Roads 2009 (Estimated) -----=------- $ 748,432
5% Gross Production Tax 2009 (Estimated) ------------- $ 2,845,000
Total Available for 2009 Roads -«----==s--mmmommeeeceeee $4,095,432
Road and Bridge Budget for 2007 -------voermoee e $2,000,000
Expenditures for 2007 -~----mmmeomoom oo $2,280,890
Road and Bridge Budget for 2008 -------mmmeeremeee_ $2,500,000
Expenditures for 2008----«---ccmemeoommme . $3,881,750
5% Gross Production Tax County Share 2008 —-----ccceceeeeer. $ 2,815,086
Other Road and Bridge Revenue for 2008 --~--——co-cmemer $ 1,409,256
Taxes for Roads (2007 pd in 2008) -=----=---mcmommemmeeee . $ 323,268
Total Revenues for roads (Using all of the 5% production Tax--$ 4,547,610
2008 Ending Balance in Road Funds-«----=--=---=comecccceeee $ 665,860
Road and Bridge Budget for 2009 —-- $3,600.000
Road Materials used per year (Gravel/Scoria) --------—--- 200,000 yards
Road materials prices have tripled since 2004 (Pre-Boom)

Cost for royalties and crushing 300,000 yard @$4.64 - $1,392,000
Cost of road material royalties (6ravel/Scoria) 2005 ---ecmmeeeemeen $.65/CY

Cost of road material royalties (Gravel/Scoria) 2007 $1.00/¢cY
Cost of road material royalties (6ravel/Scoria) 2008 --------emmm-_ $2.00/¢cy

Other costs related to the Oil Impact:
Additional Sheriff's Deputy Hired --------- mmmmm e $83,000
(Salary, Benefits, Fixed Costs, Vehicle, Uniforms, Vehicle Maintenance)

Additional Road Employees: Five part time and three full time:----- $169,776

Additional Administrative Staffing ~ Auditors Office, Recorders Office
(Three full time, two Part time) ==-===-=smmeoeemmoemoeocoee $ 87,280

Energy Impacts Identified in March of 2008 --=--ceceemcoeeeeee. $4,250,000



Energy Impacts Funded in June of 2008 -------------------oecmeeee $ 400,000

Impacts Identified since March of 2008 ------------m-mmmmmmmemnne $7.350,000
: Total rebuild of 20 Miles Federal Aid Roads - heavily impacted oil roads - back to
. Federal Aid Standards at $200,000 per Mile ---------cm-emmmemmmmm- $4,000,000

100 miles of dust control @ $6,000 per mile -=---==---seammmemeuem-- $ 600,000

150 miles of roads need to have the shoulders pulled and resurfaced
At $15,000 per mile ---r--smsmemmmmmmm oo $2,250,000

Courthouse needs to add space for sheriff department and
Record retention/storage --------==-r---===c--mceeeccroomoosocooooooo- $ 500,000

Dunn County's Road Budget needs to be doubled to begin to play catch up with the
impacts. This cannot be done since the funding is not available.

Prepared by:

Reinhard Hauck

Dunn County Auditor, Manning ND
701-573-4448
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To: Chairman Belter
Members of the Finance and Taxation Committee

From: Christy L. Larsen
Dunn County Recorder/Clerk of Court

RE: HB1304

For the record, my name is Christy Larsen. I am currently the Dunn County Recorder &
Clerk of Court. [ am here to support House Bill 1304.

As the county recorder/clerk of court I have seen a steady increase in the use of our
public records and the system in which we preserve these records.

When one hears oil impact in western North Dakota, you often hear of the quality of the
roads traveled. As a county recorder I would like to stress the effects that this impact is
having in my office.

Dunn County currently averages between 20 to 25 land men daily. This number was at
60 during the peak of the leasing process. In 2006 our records working area was set up to
hold 12 people and contained 2 public terminals. As of today, we have added three more
public terminals along with seating and tables down the hall, in the commissioners room
and the lunch room.

In 2006 the recorder/clerk of court offices consisted of 3 staff, the recorder/clerk of court
and then a deputy for both areas. As of today we have added a clerk and indexing
position so we are currently at five staff.

Competing with the oil field to keep staff has been a large burden. Since 2006 the
recorder/clerk of court, deputy recorder, and 2 indexing positions have left our office and

are currently working in the oil business. Dunn County can not compete with the wages



that the oil field is able to pay not to mention the time and extra costs that are incurred to
train the new staft that are hired.

Along with the influx of land men comes wear and tear of our computers, copy machines,
printers, faxes, furniture and mostly the priceless records we keep in our office.

The recorders office has added a copy machine, printer, three computers and is in the
process of bidding out a copier/fax machine. We have also added numerous tables and
have replaced seating throughout the courthouse.

As the keeper of the records, 1 feel they have seen the biggest effect of this influx. Pages
are being ripped out of books, pages are going missing, books are being put back out of
sequence along with the damage that is occurring to the bindings of the books.

| recently had Tri State Binders review our needs for maintaining our books, he looked
through 66 of our books and quoted $13,800.00 to make the needed fixes. He also
suggested to hold off on much of the fixing unti! our usage is down as they are being
broken from being pulled from the shelves and they will continue to break until this is
changed. To replace one of the books in the pictures, the average cost is between
$600.00 to $900.00 dollars.

Dunn County is in the process of dealing with the wear and tear of the books by
digitizing the records and making them available in other manners. This in turn comes
with a hefty price monetarily, in man power and time.

[ support HB 1304, lifting the cap will help us care for our roads but it would also
provide support in our county to help us guarantee the preservation of the records for our
public in the future.

[ thank you for this time and would be happy to answer any questions you may have.
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. Good Morning. %
S
My name is Deb Harsche and [ am a rural resident of Dunn County. I am in favor of }\;U\ ;’9

House Bill 1304. $\mi\
I have lived in Dunn and McKenzie Counties most of my life and have seen the oil field ;,'\\
come and go. It seems to me that removing the caps would only affect oil producing

counties during high oil prices. When impact and drilling is increased so would the

money to the counties, When prices are down and drilling slows or stops-the removal of

the caps would not be noticed. From what I understand some counties such as @y M c ko.wz (e
county, Basm, reached their cap in 2008. Unless o1l prices go up these counties will

probably not reach the cap in 2009.

I don’t see a great risk in removing the caps. When activity is high and lets hope that
improves, the affected counties will have help with roads, policing ,school busing and
other county issues. When prices are down it would be business as usual.

The counties like Dunn and Mountrail who are “newer” to this oil business don’t have the
reserves yet to deal with great impact.

While all the impact is not bad-it’s the bad roads and dangerous traffic that tend to be the
most noticeable and affect nearly everyone. Combined with the winter we are having,
it’s pretty scary driving these country roads. We ranch in Dunn County and pulling a
trailer or getting around feeding cows is much more complicated with the increased truck
traffic.

' nok hore 40 covplar~ obond o ackisihy wae <o, Vg
We are fortunate to have the good jobs and traffic for our local busihesses. However 0
many of these jobs are temporary and the money and people will leave. When they go
we are left with a mess to clean up and without some reserves that won’t be possible.
The burden will be left with the counties. 1 would like to see more of the tax revenue
coming back to the counties where it can from in the first place.

Thank you for your time.
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Bill: HB1304
Hearing: House Finance and Tax Committee
Date: January 27, 2009

Honorable Chairman Belter and Members of the Committee;

My name is Brad Bekkedahl and I am the elected Finance Commissioner for Williston and
the Past President of the North Dakota Association of Qil and Gas Producing Counties. I stand
before you today in support of FiB1304, as amended by its author, Representative Skarphol.

HB 1304 is a legislative attempt to improve on the current system of allocation of funds to the
oil producing counties. Its most important component is the removal of caps as they now exist,
These caps have placed an unfair burden on our local taxpayers to fund the costs of development
when there has not been sufficient funds allocated by the State. It is important to note that our
impacts and expenses for these development issues do not “cap” when they accelerate with the
activity. When there is not adequate funding for our impacts during and after these boom cycles,
then these costs are borne exclusively by our local taxpayers. This is a negative impact to our
constituents, and it is unwarranted at a time when the State has and is accruing the financial
resources from the Gross Production Tax to do more.

I wish to bring up two instances where the Legislature has responded to local government
funding areas and responded with systems that made them partners in their mission of delivery of
services to the citizens of North Dakota. The first example is the State Aid Distribution Fund to
Cities. This fund used to be appropriated at a steady amount by the Legislature in budgets every
session. The allocations did not keep up with cost increases, and the League of Cities worked
with the Legislature to develop a funding system that allowed for increases in funding when the
state was prospering, and also shared the risk of declines in the economy on an equal basis. The
funding was tied to a 0.4% share of the sales and use tax revenues for the State, and it has been a
very successful system for both the State and cities. The second example just occurred in the
2007 Legislative Session when deliberations brought forward a funding formula that addressed
equity for local school districts in North Dakota. This has led to a successful partnership
between schools and the State and is another example of correcting a system of funding that
provides “equity” between the State and its focal government entities. 1 am here today to ask that
you now support “equity” between the State and the 17 Oil and Gas Producing Counties by
removing the caps on the 5% Gross Production Tax so that we may have adequate funding to
address our impacts and needs, and the State may retain its ability to do the same for all its
Citizens. Removing caps will not return enough money to address the level of needs as
documented by a study of impacts completed this past summer for submission to the Interim Tax
Committee, but it will make us partners with the State in funding during good times and bad, and
that is the equity we seek with the passage of HB1304.

Thank you for your kind attention today, and I hope you give HB1304 a DO PASS vote and
recommendation for further consideration. Iam happy to answer any questions you may have.

Brad Bekkedahl drbekk@wil.midco.net 701-570-1879




}-e.51-|(\~°

Bill No: HB1304

Hearing Committee: HB-FINTAX

Date: Tuesday, January 27, 2009

Honorable Chairman Belter and Committee Members,

My name is Ward Koeser, and [ am President of the Williston City Commission, a
position also referred to as Mayor. [ stand here today in support of HB 1304 and ask for your
support as well.

House Bill 1304, with the amendments offered here today by its sponsor,
Representative Skarphol, offers the opportunity to our city, county, townships, and schools to
begin to fully address the impacts related to oil and gas development in North Dakota. Prior
to the institution of the current caps on the gross production tax receipts in 1983, there were
not a lot of problems in keeping pace with the infrastructure development and maintenance
required by the industry to produce this resource, a resource that has benefitted the State
tremendously with its production and extraction taxes since then.

The City of Williston is a perfect example of how caps have detrimentally affected
our residents while the state benefitted. In the late 1970's and the early 1980's boom and bust
cycle, Williston was encouraged by the State to provide housing and industry infrastructure
to support the development of the resource that was benefitting the State at the time. You
must remember that, at the time, Williston had huge numbers of people actually living in
tents and temporary quarters, as well as businesses doing the same due to the rapid nature of
the boom. We responded with an aggressive infrastructure plan that led to almost $30 million
of debt remaining when the bust happened overnight.

In response, we were forced to tax our local property owners to pay this debt over the

next 20 years. Until our citizens approved a limited home rule charter and a local 1% sales



tax, we were spending almost 40% of our city budget on special assessment deficiency
payments. While we did receive some State impact funds and a State loan to help with this
debt load, the majority of the debt became the responsibility of our local citizens. Understand
that functionally the city suffered also with high property tax levies, no infrastructure
improvements, and minimal maintenance of our physical plant. Not having caps on
production taxes returning to the local entities may have provided us sufficient income to not
have to use large debt accumulation during the high cash flow periods to the State, and it
would certainly help us now to address another boom and bust cycle. We are not asking for it
all: remember that by removing the caps, we only get 25% of the tax after production income
exceeds $4 million in our county. The State still receives 75% of the income above this limit.
[t just gives us the ability to move up and down as partners with the state in this revenue
stream. We understand we will always have to pay part of the burden.

Our example as a city is but one of many. Tioga, Ray, Stanley, Parshall, New Town,
Crosby, Dickinson, Belfield, Bowman, and Watford City are others that have struggled and
continue to bear an unfair burden to benefit others in the state, It is our belief that when the
State removed our ability to property tax this development, they also assumed the
responsibility to pay for its impacts. I ask you to now offer some relief by voting a “Do Pass™
recommendation to HB1304 and its amendments. [ would be happy to answer any questions

you may have, and appreciate your considering my testimony today.
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. TESTIMONY FOR HOUSE BILL 1304

AMEND SECTION 57-51-15
PREPARED FOR:

HOUSE FINANCE AND TAXATION COMMITTEE

REP. WESLEY R. BELTER, CHAIRMAN

PREPARED BY:

. BOWMAN COUNTY COMMISSIONERS



COUNTY OF BOWMAN
BOARD OF COUNTY COMMISSIONERS

104 First Street NW Bowman, ND 58623
Suite One Phone: 701-523-3130

Senate Finance and Taxation Committee
Rep. Wesley R. Belter, Chairman

The Bowman County Commission would like to thank you for this opportunity to provide some
information as to the importance of oil and gas production taxes to Bowman County. Tax
revenues that come to the County have been of great assistance to the citizens of Bowman
County, especially the past few years.

The demands on Bowman County have remained the same from drilling to production. The
difficulties are still with Bowman County

The demands at the Auditor’s Office have increased with the invoice processing with accounts
payable system from the Social Services Dept., Sheriff’s Dept. and Road Dept.

With the production of oil and gas comes transportation and storage of the products. The hazard
that comes with production requires additional training and equipment for our local emergency
responders.

The Bowman County Social Services has seen an increase of 8-10% in the last 10 years and
remains steady. With the initial oil activity most workers did not bring their families to Bowman
County, Now that we are in a production phase more families have moved to the area to make
Bowman County their home, causing an increase use of their programs.

The court system for the county has stayed the same with their case loads, averaging 120 to 140
cases filed with the Clerk of Courts. The number of recordings in the records office has remained
steady. In 1995 was a high of 4,419 to an average of 1,500 yearly from 1999 to 2008.

The number of deputies has risen from 1987-1994 with a sheriff and one part-time deputy to the
present sheriff, two full-time deputies and on part-time deputy. The criminal and civil case load
has gone from 156 cases in 1995 to 258 cases in 2008. The number of execution of judgments
prior 10 1995 was approximately 6 to a high of 24 in 2004 and present at 17 executions of
judgments. Bowman County has seen a large increase in the housing of prisoners at the
Southwest Multi-Correction Center. In the past housing expenses averaged 300-400 dollars an
month to a present cost of 3,000-4,000 dollars a month to house prisoners. The sheriff’s office
has not slowed down from drilling to production phase. Number of civil process, criminal
process, crime and the need for additional patrolling has steadily increases.

Kenneth Steiner, Chairman Pine Abrahamson Rill Bowman
Rick Braaten Lynn Brackel



As for roads in Bowman County, we are seeing the need to resurface roads that were new 5 to 6
years ago. The county is running out of local gravel to continue to rebuild roads heavy enough to
handle the heavy loads that are traveling on the roads. This shortage of gravel increases the cost
of repairing and building of roads. The overload permits have remained steady with an average
of 150 permits issued a month. Which does not include oil. water, gravel and scorna loads. The
oil companies are now blending the oil from the Bakken formation with the oil in Bowman
County. With this phase of production we are seeing trucks come into Bowman County loaded
and leaving the county loaded.

As a result of the needs of permanent employees who work at or on these facilities or sites
continue to impact the communities. The needs for housing, daycare, healthcare, schools
recreation, culture, and roads are still placing demands on the county and communities of
Bowman County.

Bowman County supports House Bill 1304 with the removal of the caps. The legistation is
needed to maintain and provide additional needs for the residents of Bowman County. Your
support is urgently needed.

Thank you for your time and favorable consideration.
Lynn Brackel, Commissioner

Bowman County Commission
Ibrackel@ndsupernet.com



L00Z 1503 a)w Jad abeisay

8l

8HiW /006'85$ = 00°6$ D a8|liu /uo} goSg (pajpedwiod ,g)

Ll

2lIW /000'+Z$ = 00°'6$ @ @|iw /Uo} 00.Z (PaREdwWas £}

gl

00G°€0L$ 1810 3)Iw /000'SH$ @ Ieas dIyo 8|gnop - 00S'8SS = 00'6$ @ 19AEID LD} 0059

£l

0057248 Ie10L - 31w /000'GH$ = 1898 YD 81GN0Q - 000'02S = 00'6$ @ UOT 00ZZ S! [FAEID .2 - W /005" £§ @ 8981ns 8108y

Zl

se|iw Q| ! AUnoD uewmog ul [ney sbesany

L

20072 20} aoud ‘oay

0L

BIIW/009$ 40 IBI0 10} 051§ ="1H/G/$ ® BPeIq 1H Z - 0G¥$= 00'6% © aIw! Jad o} 05

(2]

3iw/G9$ = Aep/sa|iw Z1 ape|q - Kep/0G6/§ 40 1502 ape|g

SIW/006$ = SaNIW 59/000°2ES [BI0L 000'8$ = U0Y0g$ @ XIW Plod UG} 00L PUE 000 +2$ = ABP/0091S D Buiyojed shep Gy

000'rLS = 01L'LS @ AS DOB'ZL = apm 22

e s

LE P .a) . ., .rs.\ w T Al 14y o E G T 2
# AR ERN N Do ST T e g

(M0}8q SJUBLULIGI pUB "CU WS)l 1313) SILON

000'06%

_ac_omt.zw apn|oul Jou Op "3}a |ONjuUsY) UoISoIg .mtm>_:u,.fe.>> Hia 10} 1500) .
(Buroepns sjepouuioode o) BuluapwAlases aroidw of papaaNINOILONYLSNODIY AYOY

apw 1adfong'ess

{s1s09 Jayjo e pue Buife| ‘Buiney ‘bujpec) apnpuy)
{Aunog ui sajw ney abesase uo paseg)(Apads- g 0} . 4) ONIDVLHNS TIAYHD MIN

Q33N 40 SN

AON3NDZ PUE SIS0D NOLLONYLSNODTH

o701 15d[5 7 68

Ll
2L sieadlg| Alana 9w Jad|000'v2g (51502 1310 jje pue Buike| ‘Bunney ‘Buipeo) apnpul)

{Anog uj sajiw ney abeisAe Uo peseg)(,i 0} ,£) ONIOY4HNSIH TIAYHO[9]
sieahly/N  [Aana]  enw Jed|wiN {seou Ul ssauxolyt Aoadg Yjuswaned mau 10f .G 0} £ Sepnpu)) ONIAYD 118 LOH MINIGL
sieaAly/N  [Aane|  ejiwsadiw/N (Aelloao £ 0}z pue Buljiul sapApU) AVTIIA0 LIVHJASY vt
siesAlyN - [Aeas]  spwiad|o0s€o LS {leas diyg pue Builaaers 180y 10,¢ Sapnpuy) INIWLYIYL 30VIHNS LIVHISY gl

g SieQA|GZ Aisas| " anw led{005z/¢ (ieag diyy pue BujsARIS ,z ©} 0 ‘B S3PNOUY) ‘GVHIY GNI18 aNY ININIZL
SYY3IA € LX3aN AJDNINDIHS 1802 . U _ B .

AONIND34 PUE S1809 IONYNILNIYI

\R\.\.A SHVIA € LXIN
. _ Q33N 40 STUN]

[ Aplouorepus—> (81502 1ayie jje pue Buife| ‘Buyney ‘buipeo| apnpu|}
i I {funog u1 sajiw jney abeiane uo paseg) ONIAYT ANY ONITNYH TIAVED| 11
AD Jo uo) 3pog->| Aol Jad|szeg (AleAol pue Bupiss; Joge| “fen} uswdinba apnpup) ONIHSAYD 13AVEO |01
52 sieak(s |Aans|  apwlad]oogs (soueualuIEW Joj SSB} O Y| 2 ‘BuIeAeib 10ds) SHIVATY ONIOVANNS TIAVHO |6
066 Yuow sad]} apw Jad|gog (ss1edal pue |eny “1oqe) ‘Juswdinbs apnjoul) SAVOY 13AVYD ONIAY19|2
661 sieak|] Aans|  epw 1ad|00gs (Buijeas oeuo pue Buiydred X1 pjod apnpul divd3d L 1IVHASY|Z
G2 sJeadh|s Aans| epw sed|oo0ig (e191dwod o} Joge| pue Juawdinba “sdiyo “Iio 8pnPUl ) TVAS dIHD LTVHASY|9
sieak Aane| apw sediy/N (93UBUBUIBW PBIBPISUOD Bq {|IM SS3] IO ,Z/1-1) AV IH3AO LIVHASY|S
AJININD IS 1S0D BhE T D O PN R TR L - e R -

. 0 (speo) diysumay 3yl aJe 1By} speos A1epLodag ) SAVOH ALNNOD ¥3HLOIE

9_\ . LE (s10)08)|09) 3je)S pue Ajuno) 3y} o} Buipea) speol 1SoW) SYOLOT 110D ALNNOD JONIW(Z

\\;.%Q( : - vE (s10309)100 Jolew Se aAl1aSs Jey) S18430 pUE Iy [B18pad) SHO LI 1100 ALNNOD| L
S Py 13AYYS| 1IVHASY|" : G e L ey o ] ‘ON
NYIWMOS S37UW 1Y.LOL TR S way

’ ALNNOD v avoy ALNNOD
R s e O i S S PR, S P .-
AIAUNS 107 d ALNNQD G3LOVdWI-NON




2002 1800 ajiw Jad abriaay|gl
8|IW /005'85$ = 00°6$ @ 3w juo} 0059 (Pajordwod ,g) J0J0B|;0D JO SaW | 2|71
3l /000'¥Z$ = 00°6% @ 8lIl U0} 00/z (PaIPEdwod ,£) AIEPUODSS pUE JOUIL JO SBI 5|1
005'¢0)§ 18I0L Bliw /000’5 @ Jeas djy 8jgnop - 005 8SS = 00'8% © |8ABIB U} DOGO £l
006'2/8 1|10 - 8llw /000'6¥$ = 1e8S diyD 81anoq - 000°'02$ = 00'6$ @ UO 00ZZ S [SABID .2 - BIW 7008 /3 D aoeuns sjAoay|(z|
gajiwl gL st b::oo ugwmog ul jney wmm;m>< L
2002 103 30ud "aay|0)

IW/0094$ 10 (€10} 10} 051 S = 1H/S/§ B BPEIG UH Z - 0S¥$= 00'6$ @ 2l Jad Uot 0|6

sieaA £X Ieak 1ad 2L X9 gy St SIEsA aaly] iy sapw |eJ0| 3ON w___.Emhw = >mu\m0_._=._ 0l @2peq - >mv\omhm J0}s00 ape|glg

SIIW/Q0€" LS = S8IIW 89/000°6$ 1BIOL _000°0¥$ = UOYOBS @ XIW PIOO UO) 0OS PUE {BUIBBEY SapNaUT) 000 bS8 = Aep/00g1$ ® buiyored skep ogl7

000'02$= 0L L$ ® As00L'gL =opm LE |9

Qso_mn_ SjUSWIWOD pue "ou all ._mzcwv SIION
: ; S et LnA e n AT BV S T e BT S A e, T

6z alw 1ad[000's01¢ {Buioeyins apnjou) Jou op "8 [0JUCD) UOISCIT "SHBAIND MIOAA HIQ J0] 1509) .
(Buepns ejepowwioase o) BuuapimAiales aaodwi o) papaaNINOILINYLSNODIY avou (gl
Z) 9w 13d|00g'BSS (Aunog w sapw [ney abelae Uo paseg)(Anoads- .0 0} .p) ONIOYINNS 13AYHD MIN|ZL

Ge [TETS aw 19d[000'vZs (s1502 Jayi0 je pue Buike| ‘Buney ‘Bulpeo} apnjou)}

(Anog u sajiw jney sBeisae uo paseg)(,y o} ,£) ONIDYINNSIY 1IAVNO(GL
siedhly/N  [Aana]  spw Jad|y/N (s3jou U} ssauxoiL Kpoeds J(uswaned mau Joj .G O} € SaPNIPUD) ONIAYA Lid LOH MIN|S!
sieakly/N — [hsas|  apwiad|yn {Repano £ 03 .z pue Buijjiw sapnioul) AVIHIA0 LIVHASY|¥ |

62 sieaAlw/N_ [Kians]  amuiadoos'col s (feas diyQ pue buijaaeIo 19dOIYL 10, SAPNPUL) INIIWLVIUL IOVIHNS LIVHASYIEL
51 siesh|g) Aane|  anwsad|o0sz8 {leag diy) pue ‘BuilaAeig ,z 01,0 BUNII SepNdY]) ‘avHId ANI 19 ANY INIWIZL
SHVIA € LX3AN AONINOINS 180D el TSR e g - i, TECCRE R .
Q33N 40 S3IW AONINDIYL PUE S1S0D NOILINHLSNODIY
_ AD 10 U0} 8pNID->| ADfuoyiad|gyog {s1500 Jay)0 ||e pue Buike; ‘Buney 'BuIpEo apnpauj}
. L (Aunog u sajiw Iney sbesone uo pased) ONIAYT ANY ONITNYH TIAVED| L
AD Jo Uo] appuIg->| AD/uo) Jadlsz e {Ajedo. pue Bulyse; 1oge) ‘jony Juswdinbs apnjdul) SNIHSNYD 13AVED|0}
89 sieahle [Mana]  spw sed]oogg (eoueusiulew 10} $SB| 40 Yt 7 ‘Buneseib 10ds) SHIVA3Y ONIOVIENS 1IAVED|6
8087 yjuouw tad{z 9w sad|G/g (siedai pue an; “Joge| ‘Juawdinba apnidul) SAYOH TIAVYD ONIAVIE|8
07 SIEBAf| Aana| 8w tad[oE L {buijeas yoeio pue Buiyoled Xit pjod apnpUl) HIvd3d LIYHISY|Z
B9 sJedAl¢ Aans|  ajiw ied]oo0'0zs (9191dwod 0} Joge) pue Juswdinbs “sdiyd 16 8pNdU| ) TY3S dIKD L1YHJSY|0
EYEE AloAs ajlw Jad YIN {aoueUBlUIEW PaIOPISUDD g [[IM S53) 10 ,Z/1 1) AV INIAOD 1IYHJASY|S
SHVYIA € LX3AN ADNINDINI 1S0D ‘ S - L
Q33N 40 SN AONINDIYL pue S1SOD IDONYNILNIYIN
9 0 {speos diysumo) 8 aJe Jey) speos Aigpuodas ) SavOH AINNOD ¥3H10[E
2 : LG 0 {s10109)100 aje}g puk Kunog sy} o) buIpes) SPEO] 1SOW) SUOLOT 1100 ALNNOD JONIW|Z
R ! ¥4 89 (sJo198}(02 Jolew se aAL3S Jey} SI8YJ0 PUE Py BJ3Pa4) SHOLOITIOD ALNNCO| L
S e el 13AVYS| LIVHASY| e L s N oL "ON
NYIWAMOSE SINW TV.LOL N AR A e way
ALNNOD AHOLNIANI QY0 ALNNOD
AJAYNS LSOO ave NOJ Q3LIVdII SYO GNV 110
|




Bowman County
Non-impacted verses Oil and Gas Impacted

Non-impacted Roads

Item No, Cost/mile
6 $14,000
7 $500
8 $65
9 $600
12 $72,500
16 $24,000
TOTAL

Oil and Gas Impacted Roads

ltem No. Cost/mile
6 $20,000
7 $1,300
8 $75
9 $600
12 $72,500
13 $103,500
16 $24,000
17 $58,500
18 $105,000

TOTAL

miles Total
25 $350,000
195 397,500
990 $64,350
25 $15,000
8 $580,000
12 $288,000
$1,394,850

miles Total

68 $1,360,000
204 $265,200
2808 $210,600
68 $40,800

15 $1,087,500
29 $3,001,500
35 $840,000
12 $702,000
29 $3,045,000

$10,552,600
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The City of ST e

10

Bowwan

January 20, 2009

Mr. Chairman and Committee Members:

My name is Lyn James, President of the Bowman City Commission. I am here to
testify in support of HB 1304,

You have heard Bowman County, and the other oil producing counties, present
effective and informative testimonies clearly explaining their needs for the oil-
extraction taxes as the oil industry impacts their roads, bridges and other
infrastructure.

I ask you to remember that the impact extends into our towns and cities as wel].

The City of Bowman receives a portion of the oil gross production taxes, to the
maximum available for our population. Those funds are a God-send as we
struggle to provide essential services. The City needs to assist in all areas of
services, and also maintain infrastructure put in place during the exploration
phase, as well as the production phase. For example, the City has to replace one
major street that is being pounded by oil trucks. The 6-7 block construction costs
will be at least $1,000,000. We have also needed additional road enhancement on
the outer limits of our city.

Each year since 2005, the City of Bowman has reached the maximum funding
allowed by the formula put in place in 1983. Because of continued demands over
the years, funding is tight. Our tax base is limited, and consequently, the City
Commission has taken the unpopular step to increase our general fund mill levy
for 2009 by, and I’ll tell you that the Commission has taken a lot of heat over this
decision.

Bowman has maintained a stable population, thanks in most part, to the oil
industry. With that in mind, we have seen a burden on our police department. The
additional staffing and equipment equates to approximately $98,000.00 annually.
There is need for additional and more specialized fire equipment, as well the space

PO Box 12 = 101 First Street NE * Bowman, ND 58623 » 701-523-3309 « Fax 701-523-5716 » bowmanauditor@ndsupernet.com
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. and related expenses to house this equipment. Enhanced ambulance services and
equipment has been essential. Training requirements in each of the areas I have
spoken of has been an issue.as well. In order to keep quality employees in place,
the City has also seen the need to be competitive with the oil industry in the area
of salaries and benefits.

The City strives to enhance “quality of place” issues, in order to encourage
families who are drawing oil-related salaries to select Bowman as their home
community. Some of those essential services are public safety, transportation
enhancement and healthcare, as well as cultural and recreational facilities and
services.

These “quality of place” issues are very difficult to quantify from a dollar and cent
perspective, but have continued to be a significant public need.

In regard to the Energy Impact Grants, the City of Bowman encourages you to

expand that fund in order to meet more energy impact funding needs. I have

included information regarding grant requests and receipts from our City, Fire
. Department and Healthcare Services for the past six years.

~  We support House Bill 1304: Such legislation will allow additional energy dollars
to come back to the Bowman area, as well as our neighbors in the North Dakota
oil country.

Thank you for your time.

Respectfully submitted,

Lyn James
President, City Commission
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(" Honorable Members of the Finance & Taxation Committee:

. I am David J. Hynek, Chairman of the Board of the Mountrail County
Commussioners. I have been in office since January of 1997. My testimony is in
support of removing the cap amendment to House Bill 1304.

Mountrail County has adopted and maintains the attitude that we will do
everything we can to help the oil industry succeed in our County. The impact on
our infrastructure and our citizens has been enormous, in spite of this you will
rarely find anyone speaking ill of the oil industry.

The economic engine of the State depends upon maintaining and improving
infrastructure state-wide. The tax dollars generated by the oil industry needs to be
and should be shared state-wide, from flood control and adequate fresh water in the
Red River Valley to water, road and crude oil and natural gas pipelines in the
western part of the State and points in between.

The continued success of the oil and gas industry in North Dakota and its ability to
generate tax revenue depends on a number of factors including: fair and stable tax

rates, reasonable per barrel price for oil and adequate infrastructure within the
oil and gas producing counties.

Mountrail County is the top oil producing county in North Dakota. Our
infrastructure is being stressed beyond reason and in some instances crumbling.
Our entire county is affected. We have in excess of 700 oil wells producing in 49
of our 55 townships. We receive six or more new permits every permit list.

The current amount of revenue we receive from the gross production tax is not
adequate. Despite our best efforts including use of our property tax dollars we are
losing ground trying to just maintain our infrastructure let alone improve it. Some
specific costs we have incurred are:

$452,912 — Contractors for road maintenance and repair
89,800 — Crushing of gravel
500,000 — 2009 Budget for Township Assistance
94,600 — Grind-up pavement and turn to aggregate
58,360 — Dust control on 11 miles of road
185,799 — Maintenance of EOG haul road

\-. These are just a few annual maintenance items associated with oil impact.



r
. Current and future road re-building and re-surfacing needs include but are not .
limited to:

$ 3,690,000 — Overlay 9 miles of ground-up payment

$12,000,000 — Overlay 24 miles of pavement that may have to be ground up if not
taken care of

$ 7,400,000 — Rebuild 37 miles of county gravel road

$ 9,200,000 — Assist townships in rebuilding 46 miles of gravel road

$ 184,000 — Dust control on 46 miles of county and township road,
annual expenses

Part of the above costs will be covered by our 10 mill ballot money leveraging
state and federal money.

Near the beginning of my testimony I state that Mountrail County was and is
displaying a cooperative mentality toward the oil industry. An example of this is
the number of requests by the oil industry to re-zone property to address their
needs. We received and acted on 71 requests in 2007-2008. Every request was

approved.

Mountrail County is not only willing but wants to share oil tax revenue with the
entire state of North Dakota. All we ask is to be treated right. There is no doubt in
my mind that the committee and this legislative session know what is right. The
decision is yours. Please remove the cap. Thank you for your time and attention.

Respectfully,

David J. Hynek, Chairman
Mountrail County Commissioners
9148 59" St NW

Ross, ND 58776

(701) 755-3372
joanh{@co.mountrail.ns.us
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Testimony to the

House Finance and Taxation Committee
Prepared January 27", 2009 by

Mountrail County Sheriff Ken G. Halvorson

CONCERNING HOUSE BILL 1304

¢ Chairman Representative Belter and members of the committee; I am
Mountrail County Sheriff Ken Halvorson. I have been with the Mountrail
County Sheriff’s Department for approximately 35 years, the last 31 of
which [ have served as the county’s sheriff. :

¢ I am here today to testify, as an elected Mountrail County official, in support
of removing the cap on the oil and gas extraction tax,

* Mountrail County was established in 1909, making this year the counties
one hundredth anniversary.

* Mountrail County is made up of 55 townships, which cover approximately
1,933 square miles. With in its boundaries are approximately 1,800 miles of
established roads which are maintained by the state, county, & townships.

e Every new oil well that is drilled is causing an increase in the miles of
established roadways that the county has. This also increases the number of
personnel needed to maintain & patrol these roads.

e During my time with the Mountrail County Sheriff’s Department, I have
never seen such an increase of activity within the county, as I have in the last
2 years. This increase is solely due to the production of oil and is occurring
in every corner of Mountrail County.

The county sheriff’s office is not only responsible for patrolling the rural
areas of the county, but is also responsible for providing law enforcement
services for the cities of New Town and Parshall. Both of these communities
are located in the area impacted by the oil boom.

e With this dramatic increase in oil activity, comes a substantial increase in the
work load that the Mountrail County Sheriff’s Office has seen.

With more people, there is more crime. In 2008, 1 did add an additional two
deputies to help off set the increase in the work load. But considering the
size of the increase in the amount of traffic our county has seen, I really need
an additional two or three more deputies, because of the hundreds or trucks
and oil related workers we see coming into the county every day. During
2008, I lost 4 deputies and 1 dispatcher. Some left to go to work in the oil
fields, and some left because of problems that related back to the oil field.



With the additional traffic and people, new problems are added to the
workload that my office is already called upon to handle. Some of these new
calls that my office is summoned to include fires at oil rig sites, semi roll
over’s, gas plant burn offs, drilling rig accidents, etc. This is only a small
sample of the new calls we have received and responded to. While we are
busy with the additional calls, we are still handling all of the normal day to
day operations of the County Sheriff’s Office. _ '

In 2007, my office issued 303 traffic citations, during the 2008 year my
office issued 1,351 citations. This amounts to an over 400% increase.

In 2007 my department investigated 132 traffic crashes, while during 2008
we investigated 164. Of these crashes, 29 were directly related to oil field
activity.

The monetary value of the losses seen due to the crashes in 2007 was,
$572,265.00. While in 2008, this value increased to $6,431,100.00.

In 2008 we investigated 5 oil field related fatalities. 1 of which occurred on a
drilling rig, while the other 4 occurred in oil field related traffic crashes.

All of this activity has a cost attached to it. More officers (if you can find
them) mean more salaries, and higher salaries are required to compete with
the large salaries that the oil field workers are being paid.

In a three year period my annual budget has risen by nearly 40%; from a
budget of $647,673.00 in 2006 to my current budget for 2009 which is
$1,015,596.00.

In closing, Mr. Chairman and Committee Members, the increase in oil
production is a benefit to all of North Dakota. I am respectfully requesting
that the oil extraction tax cap be removed so that my county, and other oil
producing counties, can better serve the residence of our counties and deal
with the increase expenditures that the oil production has caused. Thank You
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a Good morning ladies and gentlemen.

. [ am Joan Hollekim. I took office as Mountrail County Auditor on April 1, 2007,
although I am not a newcomer to Mountrail County as I have worked in the
auditor’s office since 1984. I don’t recollect in the past 25 years, being as busy in
the Courthouse as it has been in the last few years.

[ stand before you in favor of removing the caps on the 5% oil and gas production
tax. Mountrail County receives $3,070,000 annually out of the $5,600,000 cap, the
remaining goes to the schools and cities.

I am here to give testimony on the annual cost Mountrail County has incurred
because of the oil industry. The added personnel over the last couple of years is
overwhelming. A full-time rover position to help throughout the Courthouse
offices, a full-time temporary position to help in the Recorder’s Office, two full-
time officers and a full-time dispatcher in the Sheriff’s Office, a full-time planner
position and four full-time road positions. This is ten new positions at an ongoing
annual cost to Mountrail County of $547,832. This figure only includes salary and
benefits. The ongoing operating expenses to equip new personnel have
compounded budgets, such as maintainers, patrol vehicles, computers, fuel, repairs,
and the list goes on.

Supporting evidence of personnel cost:

Salary Benefits Total

Rover position $31,200 $16,700 $ 47,900
Temporary position $27,456 $ 2,100 $ 29,556
Dispatcher $35,856 $17,600 $ 53,456
2 - Officers $39,060 ea $18,000 ea $114,120
4 - Roadworkers $37,500 ea $17,800 ea $221,200
Planner $60,000 $21,600 $ 81,600

Total $547,832

Now some of you might be thinking does Mountrail County need all this extra
help? I for one have no doubt that every position hired was warranted. 1 work
directly with the Planning Commission, we conducted 51 public hearings this past
year and the year before was just as busy. Nearly every one of these hearings was
due to the oil industry. The need for a qualified planner was well over due.



One great concern of mine personally, is bum-out of the staff. Mountrail County
needs more funding to hire contractors and additional help. Our overtime budget
alone has gone from $36,700 in 2006, to 45,517 in 2007, and $58,195 in 2008. You
see the pattern. Very little of this overtime was worked by the new positions
created. At times, officials and employees have to work Monday through Saturday
and sadly to say even Sundays to keep up with the work load.

In closing let me make a small comparison of the oil and gas revenues Mountrail
County received to our last road project. The last 8.3 mile road project completed
in the year 2005 cost $1,332,722 which included construction, engineering and
related expenses. This equals $159.359 per mile. Mountrail County alone has 365
miles of gravel and paved roads and 1,217 miles of township roads; many of the
township miles are maintained by the County at a very minimal cost. Divide the o1l
and gas revenues of $3,070,000 by the 1,582 miles of county and township road in
Mountrail County; $1.940 per mile. I do not need to say more.

Now 1 could go on and on with increased figures resulting from the oil activity. I
only hope you realize how much Mountrail County and other oil affected counties
need additional funding to help maintain their infrastructure and the continual
added cost counties have to bear because of the oil impact.

I know as senators and representatives your job is not easy with the many decisions
you have to make. Well imagine being a county commissioner in an impacted oil
county making decisions on how to allocate the County’s money. The difference,
our funding is limited. Again, 1 respectfully asked for your support in removing the
caps on the oil and gas production tax.

Thank you.

Joan Hollekim

Mountrail County Auditor
PO Box 69

Stanley, ND 58784

(701) 628-2145
joanh@co.mountrail.ns.us

S
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HELLO......... I AM LARAE IWEN THE RECORDER AT MOUNTRAIL
COUNTY. 1 TOOK OVER THE RECORDERS OFFICE NOV. 17" OF 2008, BUT1
HAVE BEEN EMPLOYED THERE FOR ALMOST 4 YEARS. IT WAS A VERY
BUSY OFFICE WHEN 1 STARTED BUT NEVER DID | FATHOM HOW BUSY WE
WERE YET TO GET.

:_."’I’z,baq

I COME TO TESTIFY ON BEHALF OF REMOVING THE CAPS ON THE 5%
OIL & GAS PRODUCTION TAX.

THE RECORDERS OFFICE HAS BEEN DRASTICALLY AFFECTED BY
THE OIL PLAY. THE NUMBER OF LANDPEOPLE AND GENERAL PUBLIC HAS
CALLED FOR DEMANDS TO UPGRADE TO KEEP UP WITH THE INFLUX., OUR
DOCUMENTS THAT COME IN FOR RECORDING HAS INCREASED FROM 5929
DOCUMENTS IN 2005 TO 15,038 IN 2008, JUST THIS PAST YEAR OF 2008 WE
HAVE INCREASED THE NUMBER OF DOCUMENTS FOR RECORDING BY
ALMOST 6000.

WE HAVE DIGITIZED OUR DOCUMENTS FOR EFFICIENCY AND DUE
TO LACK OF SPACE. WE NO LONGER HAVE SPACE IN OUR VAULT TO
STORE ANY MORE DOCUMENTS. OUR OFFICE AVERAGES ANYWHERE
FROM 30-80+ LANDPEOPLE IN OUR OFFICE AT ANY GIVEN TIME.

WE HAVE CONVERTED WHAT WAS A LAW LIBRARY TO ROOM FOR
LANDPEOPLE TO USE. THEY NOW HAVE A COPIER, PRINTER, AND FOUR
COMPUTER TERMINALS IN THAT ROOM TO USE FOR THEIR RESEARCH. WE
ALSO HAVE ADDED TWO COPIERS IN OUR OFFICE AND 4 OTHER PUBLIC
COMPUTER TERMINALS. THIS WAS A NECESSITY FOR THE VOLUME OF
LANDPEOPLE UTILIZING OUR OFFICE AND EXTRA STAFF.

THERE IS MUCH EXPENSE TO ADDING PUBLIC COMPUTER
TERMINALS. THERE IS SOFTWARE, LISENCING, TONER, PAPER, &
MAINTENANCE, WIRELESS INTERNET, AND A TAX WEBSITE. THE
EXPENSES HAVE OBVIOUSLY INCREASED FOR EMPLOYEE PURPOSES ALSO.
WE HAVE PURCHASED TWO SCANNERS TO SCAN OUR IMAGES, AND
LABELS WHICH GO ON EVERY PAGE OF EVERY DOCUMENT WHICH IS
VERY EXPENSIVE.

ALL OF THE TRAFFIC IN OUR OFFICE HAS ALSO LEAD TO EXPENSIVE
COSTS IN BOOK REPAIRS. WE BUDGETED $9,000 FOR 09 JUST FOR BOOK
REPAIRS. THEY ARE LIKE THE YELLOW PAGES, THEY GET USED. THE
DOCUMENTS WE MAINTAIN ARE VITAL TO SO MANY PEOPLE FOR SO
MANY REASONS ESPECIALLY FOR THE RECENT DEMAND OF
DETERMINING MINERAL OWNERSHIP. WE HAVE TO SAFEGUARD OUR
DOCUMENTS.



WE HAVE EXTRA COST IN DIGITIZING THE DOCUMENTS AND OFF
SITE STORAGE FOR OUR DOCUMENTS. THE RECORDERS OFFICE 1S
SPECULATING IT WILL COST AROUND $243,574.00 TO KEEP THE OFFICE
FUNCTIONAL FOR 2009 .

AND LASTLY NOT TO BE FORGOTTEN ARE THE EMPLOYEES OF THE
RECORDERS OFFICE. WE HAVE PUT IN SEVERAL HOURS OF OVERTIME
OVER THE LAST FEW YEARS. WE HAVE HAD TO ADD A FULL TIME
TEMPORARY POSITION, AND A PART TIME POSITION ALSO ADDING
EXPENSE TO THE OPERATION OF THE RECORDERS OFFICE.

IN CLOSING OUR OFFICE HAS ENCURRED PHENOMINAL EXPENSES IN
ORDER TO MAINTAIN AN EFFECTIVE EFFICIENT OFFICE. THE RECORDERS
OFFICE IS OBVIOUSLY AN INSTRUMENTAL PART OF THE OIL INDUSTRY IN
NORTH DAKOTA. SO TASK YOU TO TAKE INTO CONSIDERATION WHEN
DECIDING ON THIS BILL THE HARD WORK, LONG HOURS AND EXPENSES
INCURRED TO ACCOMADATE OIL PRODUCTION IN OUR COUNTY AND
OTHER OIL-PRODUCING COUNTIES IN NORTH DAKOTA.

THANK YOU FOR YOUR TIME.

LaRae Iwen

Mountrail County Recorder
PO BOX 69

STANLEY, ND 58784
(701)628-2145
liwen@@co.mountrail.nd.us
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Oil & Gas Development — Road and Bridge Impacts

Jack L. Olson, Assistant Director
Planning & Programming Division
North Dakota Department of Transportation

State Capitol Building, Fort Totten Room
9:00 AM Tuesday
January 27, 2009

NDDO'F

North Dakota
Department of Transmor&aﬁ:mn
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NDDO'R
‘ . -
Mountrail 1 1,553,946
Bowman 2 1,377,637 553
McKenzie 3 657,620 210
Dunn 4 525,240 253
Wiillams 5 398,637 434
Blllings 6 357,856 471
Bottineau ? 189,358 506
Stark B 119,952 n
Burka 9 108,273 351
Divide 10 73,049 123
Ranvilla 11 66,244 283
Golden Valley 12 48,928 €8
Slope 13 30,684 14
Ward 14 4,026 16
Mclean 15 3,487 9
McHenry 16 3,211 17
'Snurce KD lndustrinlCmunlulon

Number of Wells Drilled 2003 - 2007
o NDDO'R
BARNES 1 [, S -Qm)
BILLINGS 4 26 40 s 3 ¢
BOTTINEAU 18 18 1§ 16 " ke
BOWMAN 133 80 132 112 56 523
BURKE b ] 15 17 24 ar
BURLEIGH 1 1
DIVIDE 4 7 15 14 18 e
DUNN 5 1 5 2 82 85 .
EMMONS 1 2 4 [
GOLDENVALLEY 4 8 13 14 5 44 X
MCHENRY 1 1
MCKENZIE 22 3 S0 68 64 230
MCLEAN 1 3 1 5
MORTON 1 1
MOUNTRAIL 2 7 1B e a7
RENVILLE 2 10 8 2 17 &
ROLETTE 1 1
SLOPE 2 2 4
STARK 4 5 ] 1 4 20
STUTSMAN 1 1
WARD 4 1 2 2 9
WELLS 1 1,
WILLIAMS 118 20 67 61178 E q?
EE L SLEEN 11&-31“@“\1 E?-EQQG'
' R
B ’ - v, ,Source: ND industrisl Commission, .|
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O/W 8 0/D and G/D Only Permits (No WOR) (Williston, Minot, Dickinson Districts) 2006 & 2007
Statewide Over Weight/Over Dimeénsion Fees -
2006  $2,043,753  # Permits 33,348 .
2007 $2,155,835  # Permits 38,792 -
2500
2000
2006
1500 n 1007
1000
500
0
& Gl G
‘3 &&1 !’@ 755\ o > Q&& o 5’6 ., &9‘(
of 5
Source: ND Highway Patrol
Oil & Gas Development Sltes August 08 NDDOT,
ERTAE SESRRE A rr . EREET st
_,2 i 0wl e MieState % Mora m | B
. Sounty:, _  wallshtes - Hiwy - Mil ! -y
McKenzie 1030 963 93.50% . Styﬂ?emﬂ‘tlll p‘alcted
Bowman 891 889 99.78% } StB&G H§9,h!”
Bottinaau 732 709 96.86% COunty Roada :
Bllfings 585 576 98.46% - Townsh[p Hoads mi a5
Willlams 569 52 91.56% . " e g
Burks 466 410 87.98% H
Mountrall 446 418 93.72%
Dunn 398 3rs 94.97% -
Renvilie 376 370 98.40%
Divide 162 152 93.m3%
Stark 117 99 84.62%
Golden Valley 79 76 96.20%
Ward EY) a7 100.00%
Stope 33 2 87.88% '
McHenry 25 25 100.00% B _,1 =
McLean 2 n 100.00% i Xi‘:
Hettinger 2 2 100.00% - *. H
[ otals; - ' 95 16% oy 4 o
—-‘qun rrren st ‘s-;%'&' 4 g
i ~ ...+ Source:ND Industrial Commiasion , .
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Oll and Gas Actlvity in Bowman County {November 2008}
Legend

®  acd Gas Orsposal Sees %  QOasCondensie Siles @ Instructionas VWil
Aur Iryector 4 OryGasSies W SakWater Disposal Ste
& Confidential Gl and Gas Veelis : Gasinsdtor T Vumter Inyector NDD T
Il Duo Flocd Sites # Oland Gaswets & VBter SupplY oy ik Daneta 9 ) 7
& Dump Flod Pracucer Casartment = Tranapott=iin

Bowman County Qll Transportation
Legend
Il TRANSPORT 100% BY TRUCK
TRANSPORT 100% BY PIPELINE

ND.DQ l) { . TRANSPORTIS A MIX OF TRUCKAND PIPELINE
Pporth Dubot

h "
Department of Tranaportation TRANSPGRT UNIKNCWN Source: ND Industrial Commission
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North Dakota Oil Fields and Railroad Ol Loading Facifities — Dacember 2008

Legend P X R -
N 10o% Trucied .. AP TN
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North Dakota ’
Departmont of Transportation

NDDPOT,

North Dakota Oil Fields — August 08

386 oil fields

328 or 85% truck

20 or 5% pipeline
38 or 10% truck/pipeline

Legend

L___J County Bounctaries
Stale Rosds
i, ] OWFietas

35% of wells pipeline

65% of wells truck
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Salt Water Disposal Sites — Sept 08

5,518,208 barrels of oll,.*"

9,180,907 baireis of selt water”

2,192,941 barrels, or:. -, - .- -

IST H

24% by truck” : o

Legend

100% by Pipeine %
a

Mo af Truck and Pipeline
100% by Truch

=

|0e

16,869 truckloads. " - -~ * . - ‘
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i
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Source: ND Industrial Commission
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Salt Water Disposal Site Truck Traffic for September 2008
. 2 b — B ‘
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Loaded Truck Movament Type

Estimated Oll & Gas Related Truck Volumes - September 2008 I~ -~ 7

Truckloads

, New Wells Drilled Non-Bakken {150) 60,000
New Wells Drilled Bakken {750) 600,000
WorkOver Rig Movements

New Walls (900) 3,150
) Existing Wells (4193) 839

3 Acid 2-3 Truckloads Per New Wall 2,250
Crude Qil Truckloads Existing 105,348

¥ Crude Oil Truckloads (New Bakken) 375,722

(£ 5] Crude Oil Truckloads (New Non-Bakken) 23,966

i Freshwater (Bakken) 117,186

. Freshwater {Non- Bakken) 1,674

i+ Sand (Bakken Only) 27,000

tidle Saltwater (Existing) 202,428

11 Saltwater (New-Bakken) 158,959

B Saltwater (New Non-Bakken) 162,228

Abandonment 100-150 Wells Annuaily 3,750

Gas Plant Truck Movements 10,850

Total Truckloads (Annually) 1,855,450
Total Truck

Y)

5,083

i L

o 20 yo! N > ___| Between 1996 and 2006
g [ ) LJ\# " | truck traffic at 20 randomly”
2 -{ gelected sites In the state’s
P e 17 oll producing coiinties’
; / was up 41.3%- .
4 A
o e S
P D
| j~~—— . 7| During the seme period, truck
- T traffic on all state highways was .
up 20,2%., o

South Dakc;t;ﬂm

— L [,

So;oo: ND Dept of Tm_r;;;ormiun
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@ C

Current Annual Estimated
Truckloads by Economic Activity

Oil & Gas Development 1,855,450

Agriculture 1,300,000*
Manufacturing 820,000*
Total 3,975,450

* Figures do not include fertilizer, gas and dissel deliveries, other inputs, muttiple

agricultural movements, or raw material inputs for manutacturing
18

10
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HB 1335-House Finance & Taxation Committee, Tuesday, January 27, 2009, Fort Totten Room, State Capitol Buiilding
Qil & Gas Development - Road and Bridge Impacts (Notes)

Jack L. Olson, Assistant Director, Planning & Programming Division, North Dakota Department of Transportation

. additional wells are being drilled every day.

lide 1 - In August 2008, North Dakota had 4,193 active oil wells which produced over five and a half million barrels of oil and

Slide 2 - Between 2003 and 2007, 1637 oil wells were drilled in 23 counties.

Stide 3 - Many different pieces of equipment are necessary to bring an oil well into production. Several loads involve oversize
and overweight movements. Of the 40 to 50 loads necessary to move a drilling rig, almast half require permits since they
exceed legal weights, and 3 out of every 4 loads are also oversized.

Slide 4 - The size and weight of oil related traffic has increased steadily over time. For example, in the early 1990's, work over
rigs had gross weights of approximately 90,000 pounds. By 2007, the weight of a work over rig was approaching 110,000
pounds. Initially, many wells are worked over 3 to 4 times a year.

The total number of loads involved with bringing a well into production is dependent on its depth, whether the well is drilled
vertically or horizontally, and the efficiency of the company moving the equipment.

slide 5 - This slide shows a comparison between the number of overweight and over-dimensional permit tallies between 2006
and 2007 in the Williston, Minot and Dickinson NDDOT Districts. About 1/3 of the permit tallies were for travel in mare than
one district,

We do not know the amount of overweight and over-dimension fees generated in 17 oil producing counties, however .
statewide in 2007, a little more than 2.1 million doliars of self-issued permits and identification supplements were sold; enough
o build about two miles of two-lane highway.

e 6 - This slide shows that 95% of alt oil and gas development sites are more than a quarter mile from a state highway. Oil
and gas development impacts the road systems of all levels of government.

Slide 7 - This slide shows the location of ol and gas wells and other oil related sites in Bowman County. Thered lines are the
county boundaries, the black lines are state highways and the lighter gray lines are county or township roads. In Bowman
County 99.8% of the county's active wells and oil related sites are more than a guarter mile off a state highway.

Slide 8 - This slide shows the method of crude oil transport from wells in Bowman County. The oii from fields shown in red is
transported to tank farms or pipeline coliection points by truck; the oil from fields shown in green is transported by pipelines;
and oil from the fields shown in blue is transported by either truck or pipelines. Similar patterns exist in the other oi! producing
counties.

Slide 9 - This slide shows the location of all of North Dakota’s oil fields and the method of crude oil transportation. It also
shows the location of railroad oil loading facilities.

Slide 10 - in De:mr of 2008, there were 386 distinct oilfields in North Dakota. The oil from 328 or 85% of the fields was
transported by truck. Qil from 20 or 5% of the fields was transported 100% by pipetine. The oil from the remaining 38 or 10%
of the fields was transported by trucks or pipeline.

Oil from 35 percent of the state’s wells is transported by pipelines and oil from the remaining 65 percent is trucked.

Slide 11 - The shallow natural gas wells between Bowman and Baker, MT; and the oil wells of the Bakken Formation and those
( ‘ween Staniey, Killdeer and Dickinson generally require stimulation to enhance their production. This is done by fracturing




equipment which injects the gas or oil bearing formation with sand suspended by polymers in freshwater under great amounts
of pressure.

bring an oil well on line in the Bakken Formation reguires between 20,000 to 30,000 barreis of water which is the equivalent
175t 225 truckloads, and 1,000,000 to 2,000,000 pounds of sand which is the equivalent of 24 to 48 truckloads. Al sand
or fracturing is currently transported through Williston.

slide 12 - in September of 2008, the oil extraction pracess produced over 5.5 million barreis of oil. Over nine million barrels of
saltwater was also produced. Of the total amount of saltwater almost 2.2 miilion barrels, or 24% of the saltwater, was
transported by truck to permitted disposal sites. This is the equivalent of 16,869 truckloads.

Slide 13 - This slide shows the location of salt water disposal sites and associated truck traffic as of September 2008.

Slide 14 - There are 2509 miles, or 33% of all state highways; and 33,729 miles, or 35% of the state’s local roads in the 17 oil
and gas producing counties. At this time we do not know how many of these road miles are directly impacted by oil and gas
development.

slide 15 - In addition to impacting roads, oil development significantly impacts bridges and other structures. This slide shows
that 3% of the structures on state highways and 29% of the structures on county roads in the oil producing counties are either
functional obsolete or structurally deficient as of December 2008. The cost of replacing a typical structure averages about
$450,000.

slide 16 - Another cost of maintaining safe roads in oil producing counties occurs at highway/railroad grade crossings. Dueto
higher volumes of cil-related traffic, energy companies have approached the BNSF Railway seeking the installation of signals at
rural crossings.

Currently, it costs about $165,000 to install signals at a highway/rail crossing. NDDOT's current budget allows for between 8
10 signal upgrades per year. Each signal annually costs the railroad approximately $5,000 to maintain. It costs about
000 to 48,000 dollars to replace the crossing surfaces on a single track line.

slide 17 - Between March and September of 2008 the projected annual truck volume associated with oil and gas development
increased approximately 11% from 1.6 million truckloads to 1.8 million truckloads.

slide 18 - Between 1996 and 2006, truck traffic at 20 randomly selected sites in the state’s 17 oil producing counties was up
41.3%. We do not know how much of this increase is solely attributable to oil and gas development since growth was also
experienced in agriculture and manufacturing. During the same period, truck traffic on all state highways was up 20.2%.

slide 19 - This slide shows a relative comparison of primary truck transport generated by major segments of our economy.' It
should be noted that the figures for agriculture and manufacturing are incomplete as noted. These figures also do not include
wholesale and retail trade, service industries, the construction sector, or trucks passing through our state.

To give some perspective to the magnitude of these numbers, if the nearly 4 million truckioads were placed end to end they
would circle the earth more than two times.

Slide 20 & 21 — These slides show the relative distribution of truck traffic and al! traffic and have been included to give you
some perspective of how traffic compares across the entire state.

.
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House Bill 1304
Testimony of Michael Ziesch
Job Service North Dakota
Before the
House Committee Cn
Finance and Tax
Representative Belter, Chair
January 27, 2009

Qil and Gas Production Tax

Chairman Belter and members of the committee, | am Michael Ziesch a Research
Analyst with Job Service North Dakota. | am here today offering amended language to

three sections of House Bill 1304.

Qur concerns lie with the draft wording of 57-51-15.2 (b) (d) & (f}. In these sections Job
Service would be asked to determine the percentage of a city's labor force that is

directly related to oil extraction. The difficulty is that these are fairly strict Labor Market

Information terms that come from two separate Bureau of Labor Statistic (BLS)

programs, one of which is not produced for all geographies, specifically smaller cities.

For example, a labor force statistic comes from the program that produces the
unemployment rate for the state. Besides for statewide and the counties, BLS
methodology requires that we only produce that statistic for the 4 largest cities in the
state (Fargo, Bismarck, Minot, and Grand Forks). It would not be possible to make a

reliable estimate of it for cities of smaller population.

Our suggestion is to make the comparison to a city's “Private Covered Employment”

level. This would allow all computations to use one series, the Quarterly Census of




Employment and Wages (QCEW), also known as covered employment. We could have
made the comparisons to a city’s TOTAL covered employment, but that would have
made for a very large denominator in the computation due to inclusion of Federal, State
and Local entities (schools & colleges, park districts, etc). These differences can be

viewed in Table 1 found at the back of my testimony.

The term oil extraction is also pretty specific, encompassing a very narrow set of
industry codes from our QCEW program. As mentioned, our data are compiled following
strict BLS definitions and methodology. So, using the term oil exiraction would certainty
hinder the employment percentage of any city. This will be highlighted in a following

section (Table 2).

Our suggestion would be to use the term Mining, which is the generic major industry
term for all related activity (Oil & Gas Extraction, Mining (such as coal & gravel), and
Support Activities). As can be seen from the tables, most cities in the state have very

little employment activity related to mining, with the exception of Williston & Dickinson.

| recommend the following language be amended to allow for more consistent and
reliable computations and better meet the intended resuits. From 57-51-15.2 (b), (d) and

(f) change the wording as follows:

The next two hundred eight thousand dollars must be allocated to any city in the county

with a population of more than seven thousand five hundred. The allocation under this



subdivision must be doubled if the city has more than two and one-half percent of its
private covered employment engaged in the mining industry, according to data compiled

by Job Service North Dakota.

In the above change, | have replaced the second sentence of the referenced sections.

And the percentage threshold can be set at any level that meets legislative intent.

This wording can be summarized as:

¢ Changing the percentage threshold from seven and one-half to two and one-half (or
whatever level is desired)

* Changing “labor force” comparisons to Private Covered Employment

+ Changing “directly related to oil extraction” to the mining industry as a whole

| have attached two tables that may highlight how these proposed changes would affect
the larger cities in the state. | have included data for the 10 largest cities and also
statewide data for comparison. It can be seen that the seven and one-half percent
threshold in the current language would only ailow one city to qualify (Williston), under
either scenario. As well, using the percentage of “private” employment leaves more
wiggle room between the cities and the threshold. For example, a threshold of two and
one-half percent would open eligibility a bit allowing Dickinson through too. No other city

great than 7,500 population is even close.



Table 1 would be using industry data related to “Mining” table 2 related to “Oll

Extraction” as defined by BLS.

Chairman Belter, this concludes my testimony. | would be happy to answer any

questions at this time.




All Data are year 2007

Table 1: Private
. Total Sector % %
Area Name Population Empl. Empl. Mining Total  Prvt.

STATEWIDE 639,715 341,705 277,658 5,099 1.5% 1.8%
Williston 12,393 10,075 8,796 1,885 18.7% 21.4%
Dickinson 15,916 11,129 9,299 298 27% 3.2%
Minot 35,281 26,325 21,853 185 0.7% 0.8%
Bismarck/Mandan 59,503 56,494 45731 122 0.2% 0.3%
Fargo/WestFgo 92,660 93,420 85,201 b N/A N/A
Grand Forks 51,740 36,565 28,951 e N/A N/A
Jamestown 14,680 10,022 8,131 b N/A N/A
Wahpeton 7,703 5,787 4,663 b N/A N/A
Devils LaRe 6,675 5,336 4,031 N/A  NIA
Valley City 6,300 4,213 3,445 el N/A N/A
Table 2; Private NAICS211& .

. Total Sector 213 (Oiland % %
Area Name Population Empl, Empl. Gas) Total  Prvt.

STATEWIDE 639,715 341,705 277,658 3,535 1.0% 1.3%
Williston 12,393 10,075 8,796 1,850 18.4% 21.0%
Dickinson 15,916 11,129 9,299 176 1.6% 1.9%
Minot 35,281 26,325 21,853 bl N/A N/A
Bismarck/Mandan 59,503 56,494 45,731 ol N/A N/A

Population: UUS Census Bureau

Employment: Quarterly Census of Employment & Wages

*** Non Disclosable due to confidentiality—negligible employment
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January 27, 2009

Chairman Belter and members of the Committee. My name is Ron Ness. 1 am the President of the North
Dakota Petroleum Council. The North Dakota Petroleum Council represents 160 companies involved in all
aspects of the oil and gas industry and has been representing the industry since 1952.

As you know the level of oil and gas activity over the past two years has increased substantially.
Maintaining a quality road infrastructure in these areas is critical to the ability to develop the state’s oil

resources. We strongly support additional funding for oil and gas producing counties. Our industry is paving

the tax is a portion of which is intended for impacts to these areas and a sufficient portion should be returned

these counties,

The oil tax distribution formula is broken and needs repair. The current lag between drilling activity
and actual oil production resulting in tax revenues flowing to the state and ultimately to the counties must
be addressed. The biggest impacts occur early in an oil play prior to the majority of the tax revenues
returning to the counties. Counties with new production do not have the budgets/resources to maintain
their roads when the impacts hit. There is no reason, with the tremendous amount of wealth that oil
production has brought to our state, that counties where the wealth is generated are begging the state to
have more of the revenue flowing back to their counties to assist with significant road impacts. Our

member companies paid over $400 million in oil production taxes to North Dakota is fiscal year 2008 and
yet several of them have recognized the dire straits of budgets in certain counties and have made

contributions to counties for vehicles, fire trucks, and bridges. ND companies should not be put in that

ation when our state is experiencing historic economic times. This bill will likely see much debate but

ope that you can find the right level of funding to address the counties funding issues.
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90260.0303 Prepared by the Legistative Council staff for ;/ 9/
Title. Representative Drovdal

February 10, 2009

. PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1304

Page 2, line 29, overstrike "must be", remove "allocated within", and overstrike "the county”

Page 2, line 30, after "eensus” insert "is subject to limitation"

Page 3, replace lines 1 through 31 with:

"a.  Counties having a population of three thousand or less shall receive
no more than three million nine hundred thousand dollars for each
fiscal year; however, a county may receive uf i f

HRdrod-theusand-dellars-underthis or the full amount of its
allocation under subsection 2 for each fiscal year if during that fiscal
year the county levies a total of at least ten mills for combined levies
for county road and bridge, farm-to-market and federal-aid road, and
county road purposes. i t

oot

b.  Counties having a population of over three thousand but less than six
thousand shall receive no more than four million one hundred
thousa!nd dqli_ars for each fiscal year; however, a county may receive

the full amount of its allocation under subsection 2 for each fiscal year
if during that fiscal year the county levies a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and
road, and county road purposes. Ary-ameunt-receivedby

federal-aid

c.  Counties having a population of six thousand or more shail receive no
more than four million six hundred thousand dollars for each fiscal
year; howsver, a county may receive i oR-6i

ivision the full amount of its allocation

under subsection 2 for each fiscal year if during that fiscal year the

county levies a total of ten mills or more for combined levies for county
road and bridge, farm-to-market and federal-aid road, and county road

Page 4, line 5, remove "for allocation under this subsection”

Page 4, line 7, remove "for allocation under"

. Page 4, line 8, remove "this subsection”

Page No. 1 90260.0303



Page 5, line 1, remove "for"

Page 5, line 2, remove "allocation under this subsection”

Page 6, remove lines 1 through 17

Renumber accordingly

Page No. 2 90260.0303



Theodore Roosevelt Quote of the Week:

"It is true of the Nation, as of the individual, that the greatest doer must also be a great dreamer.”

.erkley, California, 1911

From: Triplett, Constance T. [mailto:ctriplett@nd.gov]
Sent: Tuesday, April 07, 2009 1:47 PM

To: Jim Fuglie

Subject: RE: Problem with 1304

Good timing, Jim.

Dwight intends to call us back to committee to reconsider the action we took this morning because he wants to add
some accountability language to the new County-Township infrastructure program. | will bring your issue up for
discussion. Dwight did not acknowledge that the change in wording made any difference in the dollars. Thanks for the
heads-up!

Connie

From: Jim Fuglie [mailto:jimf@medora.com)
Sent: Tuesday, April 07, 2009 2:42 PM

To: Triplett, Constance T.

Subject: Problem with 1304

| just learned of amendments to HB 1304 that really cut into the city of Medora’s revenue from the oil production tax. Prior
to last session we hade been capped at about $325,000. Last session we got bumped to about $600,000. Sen. Cook now
amendments to bump us back to $450,000, which | think your committee adopted today. Medora’ allocation is abased

an old formula from the 1970’s, that recognized we are a tourist town with a lot of guests. That formula is now

tdated. Our little town with a census population of 100 is often a town of five or six thousand people, and we have to
provide the infrastructure for a town that size. Streets, curb and gutter, water, sewer, storm sewers. That formula was
based on us having a 90 day season. We now have a six month season, and will be going to 12 months. We have huge
future needs such as a new sewage treatment system, a new water treatment plant, and housing for year-around
employees. If those amendments pass it will create extreme hardship for our little town.

Connie, | hate to calt attention to this on the floor when out hotel grant is hanging by a thread in the Commerce Dept.
Appropriations bill. Wouid you be able to just have a discussion with Dwight about this? Randy is over there now trying to
talk to him. 'll alert our Mayor, Doug Ellison. and try to get him over here tomorrow. If worst comes to worst, we'll deal with
it in conference. | just want you to be aware of this.

Thanks, Connie,

Jim

Jim Fuglie

Development Director

Theodore Roosevelt Medora Foundation
P.O. Box 198

Medora, ND 58645

(701) 623-4444
(701) 220-3492 (cell)

Theodore Roosevelt Quote of the Week:

‘ true of the Nation, as of the individual, that the greatest doer must also be a great dreamer."
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City Year 2000 Population FY 07-08 GPT Revenue Revenue/persojr?
Beach 1,116 $238,368.45 $214
Bowman 1,600 $620,037.81 $388
Crosby 1,089 $270,793.37 $249
NewTown 1,367 $340,443.34 $249
Parshall 981 £244,312.33 $249
Stanley 1,279 $318,527.46 $249
Watford City 1,435 $801,216.62 $558

If you add up the revenue per person for all the cities here, and then divide by the number of
cities (7) the average revenue per person for cities in this population category is: $308/person.

Using the number of $308/person times Tioga population of 1,125: you get an allocation to
Tioga of: $346,500. The calculation for 60% of the twenty percent share to small cities based
upon the FY 07-08 numbers for Tioga is $347,805. Just some math to look at from all the

figures.
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. Formula change trial calculations for HB 1304

(February 21, 2009) W

City Pop. 07-08 75% 67% 60% 50%

Alamo 51 3,847 19,709 17,607 15,767 13,139
Epping 79 5,959 30,530 27,273 24,424 20,353
Grenora 202 15,237 78,063 69,736 62,450 52,041
Ray 534 40,280 206,364 184,453 165,091 137,574
Springbrook 26 1,961 10,048 8,976 8,038 6,698
Tioga 1,125 84, 859 434,756 388,384 347,805 289,834
Wildrose 129 9,824 49 852 44,535 39.882 33,234
Williston 12,512 943,786 276, 438 364,899 442,301 552,877

Total Williston:

(Add the above number to the $1,000,000 direct allocation)

1,276,438

1,364,899

1,442,301

1,552,877

These figures were taken from a compilation of the revenues shown on the ND Treasurer’s
Office website for Oil and Gas Gross Production tax allocations from July 1, 2007-June 30, 2008

Williams County allocation FY 2007-08

All Cities in Williams County allocation 07-08

Total population incorporated cities outside of Williston

$4,519,548.81

$1,105,753.16



(. Formula change trial calculations for HB 1304 (February 22, 2009) > W"/

o

Stark County calculations

City Pop. 07-08 75% 67% 60% 50%
Belfield 866 19,323 120,374 107,384 96,126 80,538
Gladstone 248 5,534 34,472 30,752 27,528 23,064
Richardton 619 13,812 86,041 76,756 68,709 57,567
South Heart 307 6,850 42,673 38,068 34,077 28,551
Taylor 150 3,347 20,850 18,600 16,650 13,950
Dickinson 16,010 357,227 101,523 134,010 162,437 203,046

(Add the above number to the $500,000 direct allocation)

Total Dickinson: 601,523 634,010 662,437 703,046

These figures were taken from a compilation of the revenues shown on the ND Treasurer’s
Office website for Oil and Gas Gross Production tax allocations from July 1, 2007-June 30, 2008

Stark County allocation FY 2007-08 $1,624,369.50

All Cities in Stark County allocation 07-08  §  406,092.00

Total population incorporated cities outside of Dickingson.......ccocevviies 2,190
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701-328-2643 FAX 701-328-3002
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Kelly L. Schmidt
State Treasurer

Only 6 of the 16 Counties will see an impact due to HB 1304

2008 Production

2008 Production

STATE CAPITOL, 600 E. BOULEVARD AVE.. DEPT 120, BISMARCK, NORTH DAKOTA 58505-0600 \\0?)/

Billings Billings Old Billings New Change
County 2,621,751 2,487,900 (133,851)
Schools & Townships 1,365,000 1,935,000 570,000
Cities 780,000 1,105,700 325,700
Over all Totals 4,766,751 5,528,600 761,849
2008 Production 2008 Production
Bowman Bowman Old Bowman New Change
County 2,845,000 7,292,300 4,447 300
Schools & Townships 1,435,000 5,671,800 4,236,800
Cities 820,000 3,241,000 2,421,000
Over all Totals 5,100,000 16,205,100 11,105,100
2008 Production 2008 Production
McKenzie McKenzie Otd McKenzie New Change
County 2,845,000 3,508,400 663,400
Schools & Townships 1,435,000 2,728,700 1,293,700
. Cities 820,000 1569300 739,300
Over all Totals 5,100,000 7,796,400 2,696,400
2008 Production 2008 Production
Mountrail Mountrail Old Mountrail New Change
County 3,070,000 3,521,100 451,100
Schools & Townships 1,610,000 2,738,700 1,128,700
Cities 920,000 1,564,900 644,900
Over all Totals 5,600,000 7,824,700 2,224,700
2008 Production 2008 Production
Stark Stark Oid Stark New Change
County 1,273,788 1,273,788 -
Schools & Townships 990,724 990,724 -
Cities 566,128 1,066,128 500,000
Over all Totals 2,830,639 3,330,640 500,000
2008 Production 2008 Production
William Williams Old Williams New Change
County 3,070,000 2,976,300 {93,700)
Schools & Townships 1,610,000 2,314,500 704,900
Cities $20,000 2,322,819 1,402,819
Qver all Totals 5,600,000 7,614,019 2,014,019

The other 10 Counties would see no change due to the current proposed language

of HB1304



STATE OF NORTH DAKOTA

OFFICE OF STATE TREASURER

STATE CAPITOL, 600 E. BOULEVARD AVE., DEPT 120, BISMARCK, NCRTH DAKOTA 58505-0600
701-328-2643 FAX 701-328-3002
hitp:/iwww.treasurer.nd.gov

Only 6 of the 18 Counties will see an impact due to HB 1304

State Treasurer

2009 Production 2008 Production
Dunn Dunn Cid Dunn New Change
County 2,845,000 2,376,400 {468,600)
Schools & Townships 1,435,000 1,848,300 413,300
Cities 820,000 1,056,200 236,200
Over all Totals 5,100,000 5,280,900 180,900
2008 Production 2009 Production
Bowman Bowman Old Bowman New Change
County 2,845,000 4,282,300 1,447,300
Schools & Townships 1,435,000 3,338,400 1,903,400
Cities 820,000 1,907,700 1,087,700
Over all Totals 5,100,000 9,538,400 4,438,400
2008 Production 2009 Production
McKenzle McKenzie Old McKenzie New Change
County 2,845,000 2,783,400 (681,600)
Schools & Townships 1,435,000 2,164,900 729,900
Cities 820,000 1,237,100 417,100
Over all Totals 5,100,000 6,185,400 1,085,400
2009 Production 2009 Production
Mountrall Mountrail Old Mountrail New Change
County 3,070,000 5,444,000 2,374,000
Schools & Townships 1,810,000 4,234,200 2,624,200
Cities 920,000 2,419,500 1,499,500
Over all Totals 5,600,000 12,097,700 6,487,700
2009 Production 2009 Production
Stark Stark Old Stark New Change
County 871,162 871,162 {0}
Schools & Townships 677,570 877,570 (0)
Cities 387,183 887,183 500,000
Over all Totals 1,935,515 2,435,915 500,000
2009 Production 2009 Production
Witllam Willlams Old Willlams New Change
County 2,544,551 2,283,500 {261,051)
Schoots & Townships 1,610,000 1,776,100 166,100
Cities 920,000 2,014,910 1,094,910
Over all Totals 5,074,551 8,074,510 999,959
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90808.0100

Sixty-first
Legislative Assembly SENATE BILL NO. 2229
of North Dakota

Introduced by
Senators Stenehjem, O'Connell
Representatives Boucher, Carlson

(At the request of the Governor)

A BILL for an Act to amend and reenact subsections 1 and 2 of section 57-51-15 and section
57-51.1-07.3 of the North Dakota Century Code, relating to the apportionment of oil and gas

gross production taxes and oil and gas research fund deposits.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsections 1 and 2 of section 57-51-15 of the North
Dakota Century Code are amended and reenacted as follows:

1. First the tax revenue collected under this chaptler equal to one percent of the gross
value at the well of the oil and one-fifth of the tax on gas must be deposited with
the state treasurer who shall credit thirty-three and one-third percent of the
revenues to the oil and gas impact grant fund, but not in an amount exceeding six
twenty million dollars per biennium, inciuding any amounts otherwise appropriated
for oil and gas impact grants for the biennium by the legislative assembly, and who
shall credit the remaining revenues to the state general fund.

2. The first one million dollars of annual revenue after the deduction of the amount
provided for in subsection 1 from oil or gas produced in any county must be
allocated to that county. The second one million dollars of annual revenue after
the deduction for the amount provided for in subsection 1 from oil and gas
produced in any county must be allocated seventy-five percent to that county and
twenty-five percent to the state generat fund. The third one million dollars of
annuai revenue after the deduction of the amount provided for in subsection 1 from
oil or gas produced in any county must be allocated fifty percent to that county and
fifty percent to the state general fund. All annual revenue after the deduction of the
amount provided for in subsection 1 above three million dolars from oil or gas

produced in any county must be ailocated twenty-five percent to that county and

Page No. 1 90808.0100
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seventy-five percent to the state general fund. However, the amount to which each

county is entitled pursuant to this subsection must be limited based upon the

population of the county according to the last official decennial federal census as

follows:

a.

Counties having a popuiation of three thousand or less shall receive no more
than three four million nine hundred thousand dollars for each fiscal year,
however, a county may receive up to fewr five million nine hundred thousand
dollars under this subdivision for each fiscal year if during that fiscal year the
county levies a total of at least ten mills for combined levies for county road
and bridge, farm-to-market and federal-aid road, and county road purposes.
Any amount received by a county exceeding three four million nine hundred
thousand doliars under this subdivision is not subject to allocation under
subsection 3 but must be credited by the county treasurer to the county
general fund.

Counties having a population of over three thousand but less than six
thousand shall receive no more than feur five million one hundred thousand
dollars for each fiscal year; however, a county may receive up to five six
million one hundred thousand dollars under this subdivision for each fiscal
year if during that fiscal year the county levies a total of at least ten mills for
combined levies for county road and bridge, farm-to-market and federal-aid
road, and county road Purposes. Any amount received by a county exceeding
four five million one hundred thousand dollars under this subdivision is not
subject to allocation under subsection 3 but must be credited by the county
treasurer to the county general fund.

Counties having a population of six thousand or more shall receive no more
than feur five million six hundred thousand dollars for each fiscal year,
however, a county may receive up to five six million six hundred thousand
dollars under this subdivision for each fiscal year if during that fiscal year the
county levies a total of ten mills or more for combined levies for county road

and bridge, farm-to-market and federal-aid road, and county road purposes.

Any amount received by a county exceeding feur five million six hundred

Page No. 2 90808.0100
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thousand dollars under this subdivision is not subject to allocation under
subsection 3 but must be credited by the county treasurer to the county
general fund.
Any allocations for any county pursuant to this subsection which exceed the
applicable limitation for that county as provided in subdivisions a through ¢ must be
deposited instead in the state's general fund.
SECTION 2. AMENDMENT. Section 57-51.1-07.3 of the North Dakota Century Code
is amended and reenacted as follows:
57-51.1-07.3. OQil and gas research fund - Deposits - Continuing appropriation.
There is established a special fund in the state treasury to be known as the oil and gas
research fund. Two percent of the state's share of the oil and gas gross production tax and oil
extraction tax revenues, up to three five million doliars per biennium, must be deposited into the
oil and gas research fund. The state treasurer shall transfer into the oil and gas research fund
two percent of the state's share of the oil and gas production tax and the oil extraction tax
revenues for the previous three months. All moneys deposited in the oil and gas research fund
and interest on all such moneys are appropriated as a continuing appropriation to the council to

be used for purposes stated in chapter 54-17 6.
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Oil and Gas uross Production Tax
Estimated County Revenye Distribution - Under Current Law, Executive, and Legislative Proposals
Based on Legislative Council February 2009 Revenue Forecast and Actual January 2009 Distribution of Oil Production

County Distribution of Feb Leg Fest County Distribution of Proposed County Distribution of Proposed

Based on Jan 2009 Production and $1 million increase in County Caps Removal of County Caps

Current Law Distribution Formula Contained in Executive Budget {Incls $1 M from Exec Budget)

FY 10 Fy 11 Biennium FY 10 FY 11 Biennium FY 10 FY 11 Biennium
Billings 5 3,677,118 $ 4,017,785 § 7,694,903
Bottineau 2,536,777 2,699,009 5,235,786
Bowman 5,100,000 5,100,000 10,200,000 S 1,000,000 & 1,000,000 5 2,000,000 S 2,646,875 § 3,119,308 5 5,766,183
Burke 1,980,147 2,172,636 4,152,783
Divide 1,364,984 1,539,452 2,904,436
Dunn 4,709,804 5,100,000 9,809,804 112,062 112,062 112,062 112,062
Golden Valley 1,128,983 1,266,523 2,395,506
McHenry 64,272 74,328 138,600
McKenzie 5,100,000 5,100,000 10,200,000 1,000,000 1,000,000 2,000,000 1,094,404 2,063,681 3,158,085
Mountraill 3,600,000 5,600,000 11,200,000 1,000,000 1,000,000 2,000,000 6,437,017 8,085,811 14,522,828
Renville 1,233 416 1,387,297 2,620,713
Slope 78,251 90,495 168,746
Stark 2,030,913 2,231,346 4,262,259
Ward 103,056 119,182 222,238
Williams 5,217,279 5,600,000 10,817,279 198,945 198,945 198,945 198,945
5 39,925,000 $ 42,098,053 $ 82,023,053 5 3,000,000 $ 3311007 & 6,311,007 5 10,178,296 S 13,579,808 § 23,758,103

Prepared by: Office of Tox Commisisoner
K. Strombeck
7-Mar-69




Honorable Chairman Dwight Cook & Members of the Finance & Taxation
Commmittee:

My name is David Hynek, I am Chairman of the Mountrail County Board of
Commissioners. I have been a Mountrail County Commissioner since 1997. My
testimony is in support of House Bill #1304.

Mountrail County is at the heart of the Bakken oil play in North Dakota. We have
gone from a small oil producing county to the top producing county in 2 years. In
spite of recent price drop in a barrel of oil our County 1is still experiencing
significant oil exploration. We have 27 rigs drilling as of March 9. We receive an
average of 6 new drilling permits on every two week permit list. The impact on our
infrastructure, our budget and our citizens has been and continues to be enormous.

In an attempt to ease the impact of the oil industry we have added the following
personnel, a full-time rover position to help throughout the Courthouse offices, a
full-time temporary position to the Recorder’s Office, two full-time deputy
sheriffs, a full-time dispatcher in the Sheriff’s Office, a full-time planner position
and six full-time road positions. The annual cost to Mountrail County for these 12
positions is $658.432 for salary and benefits.

The cost of maintainers, patrol vehicles, computers, fuel, repairs and other
materials necessary to support these positions is approximately $424.450 annually.

Our total annual cost for our county funds in 2007 was $6.915,340. In 2009 we
budgeted $15,355.516 to support our General Fund and special revenue funds; an
increase of $8.440.176. The County Road & Bridge Fund budget alone went from
$1,055,929 in 2007 to $5,513,941 in 20009.

The following are some of the current and future needs for road re-building and re-
surfacing; these amounts are not reflected in our current budget:

1. $3,690,000 — Overlay 9 miles of ground up pavement destroyed by oil
industry in 2008 — 2010-2011 if money is available.

2. $12,000,000 — Overlay 24 miles of pavement that may be ground up 1f not
taken care of — 2010-2012 if money is available.

3. $9,200,000 — Assist townships in re-building 46 miles of gravel road — 2009-
2013 if money is available.

4. $150,000 — Additional dust control on an annual basis.



Let me focus on the revenue side. Mountrail County received the following
revenue from the 5% gross production tax and oil impact fund in 2008 under
current law:

2008
5% G.P.T. $3,070,000
Oil Impact Grants -0-
**Mineral Royalty $221,301 (of $11,688,263 to counties)

The State of North Dakota received the following revenue from oil and gas
production tax in Mountrail County:

5% G.P.T. MILLIONS!!
$134,512,356 — 2007 Year
2008 thru May - $89,861,090

Oil Extraction Tax MILLIONS!!
$97.871,420 — 2007 YEAR
2008 thru May - $81,006,604

**Mineral Royalty $28,325,265 - $11,688,263 to counties
=$16,637,002 State Share

School Lands $88,075,044 = State Share ($17,254,584

(Royalty & leases) collected in Mountrail County)

( =0- dollars to counties — all state)

Based on these figures, I am guessing the State of North Dakota pulls in a half
billion dollars or more each year from the oil industry.

The continued success of the oil and gas industry in North Dakota and its ability to
generate tax revenue depends on a number of factors including: Fair and stable tax
rates, reasonable price for oil and adequate infrastructure within the oil and gas
producing counties.

Mountrail County has adopted and is trying to maintain the attitude that “we will
do everything we can to help the oil and gas industry succeed in our County”.

We also believe that the revenues gencrated by this industry must be shared state
wide, whether it be flood control and fresh water supplies in the Red River Valley
or for roads and pipeline and water projects in western North Dakota and points in
between.



Additionally, and I cannot emphasize this strongly enough, we believe that the
amount of the 5% gross production tax revenue going back to oil and gas
producing counties must be sufficient to keep county infrastructure in a safe and
functional manner; a manner that allows our local citizens to go about their daily
lives as they are accustoimed to.

We hit the cap on the 5% gross production tax in November of 2008. We will not
receive one more penny of this revenue until September of 2009. If the current rig
count holds we will be adding about 25 new Bakken wells per month. In 9 months
that’s 225 new wells of impact.

The revenue stops but the impact continues. Please remove the caps!

Respectfully,

David J. Hynek, Chairman
Mountrail County Commissioners
9148 59" St NW

Ross, ND 58776

(701) 755-3372



Ongoing Annual Expenses - Mountrail County

Positions - 12 new positions

Total per year - 1,082,882

Operating expenses include fuel, repairs, uniforms, travel, training, office supplies
and insurance. Equipment includes pickups ($30,000 cach every 2 years), motor
graders ($225,000 each every 8 years), computers and office equipment.

Supporting evidence of yearly personnel costs:

Salary Benefits Total
Rover position $31,200 $16,700 $ 47,900
Temporary position $27,456 $ 2,100 $ 29,556
Dispatcher $35,856 $17,600 $ 53,456
. 2 — Officers $39,060 ca $18,000 ea $114,120
6 - Roadworkers $37,500 ea $17,800 ea $331,800
Planner $60,000 $21,600 $ 81,600
Total $658,432

Supporting evidence of yearly equipment & operating costs:

Equip/Vehicles  Operating Total
Rover position $ 600 $ 200 $ 800
Temp position $ 600 $ 200 $ 800
Dispatcher $ 600 $ 500 $ 1,100
2 — Officers $15,000 ea $11,000 ea $ 52,000
6 — Roadworkers $28,125 ea $33,000 ea $366,750
Planner $ 1,000 $ 2,000 $ 3.000
Total $424.,450



Clerk of Court - Caseload Statistics for Mountrail County

CIVIL
PROBATE
RESTRICTED
CRIMINAL
TRAFFIC

149
50
35

264

1378

183
53
30

360

889

221
111

26
287
866

236
276
39
372
2001

%

58%
452%
11%
41%
45%



Mr. Chairman and Commitiece Members:
My Name is Les Snavely, Commissioner of the City of Bowman. | rise to support HB 1304, as amended.

You have heard Bowman County, and the other oil producing counties, present their expert testimonies
clearly explaining their need for the removal of the “Caps™ on oil and gas gross production taxes returned
to the counties. They have shown how the oil industry impacts their roads, bridges, and other
infrastructure.

HB1304 specifically addresses the removal of the “Caps” off the county production funds, and the City of
Bowman supports that action.

We ask you (o remember that the impact extends into our towns and cities as well. The City of Bowman
receives a portion of the oil and gas production taxes that come back to our county. These funds are a
God-send as we struggle to provide essential services.

The City needs to assist in all areas of services, and also needs to maintain infrastructure put in place
during the exploration phase as well as the production phase. For example, the City has 1o replace one
major street that is being pounded by oil traffic. The 6-7 block construction costs will be at least
$1,000,000. We also need additional road enhancements on the outer limits of our city.

Each year since 2003, the City of Bowman has reached the maximum funding allowed by the formula
limits put in place in [983. Because of continued demands on the City over the years, funding is tight.
Our tax base is limited; the City Commission has taken the unpopular step to increase our general
fund mill levy by about 46% for 2009, and I'li tell you that the Commission has taken a lot of heat
over this decision. Additional “Oil Production Funds” will help our town.

Bowman has maintained a stable population, thanks in most part, to the oil industry. With that in mind,
we have seen a burden on our Police Department.  The additional staffing and equipment equates to
approximately $98,000 annually. There is need for additional and more specialized fire equipment, as
well as expenses to house this equipment. Enhanced ambulance services and equipment has been
essential. Training requirements in these areas has been required. In order to keep quality employees in
place, the City has also seen the need to be competitive with the oil industry in the areas of salaries and
benefits. This equates to $100,000 annually.

And last, but certainly not least, the City strives to enhance “Quality Of Place” services, in order to
encourage families who are drawing oil-related salaries to select Bowman as their home community,
Some of these expected essential services are public safety, transportation enhancement, healthcare, as
well as the cultural and recreational facilities. These “Quality Of Place™ issues are very difficult to
quantify from a dotlar and cent perspective, but these services have continued to be a significant public
need.

The demand for services continues. We support HB 1304, as amended. This legislation will allow
additional energy dollars to come back to the Bowman area, as well as to our neighbors in the other North
Dakota oil and gas producing counties.

The citizens of Bowman thank you for your time.
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House Bill 1304
Senate Finance & Taxation

March 10, 2009

Chairman Cook and members of the Committee, my name is Ron Ness. I am the President of the North
Dakota Petroleum Council. The Petroleum Council stands in support of HB 1304, As you know the level of
oil and gas activity over the past two years has increased substantially. Maintaining a quality road -

infrastructure in these areas is critical to develop the state’s oil resources. We strongly support additional

funding for oil and gas producing counties. Our industry is paying the tax, which a portion is intended for

impacts to these areas, and a sufficient portion should be returned to these counties.

The oil tax distribution formula is broken and needs repair. The current lag between drilling activity
and actual oil production resulting in tax revenues flowing to the state and ultimately to the counties must
be addressed. The biggest impacts occur early in an o0il play prior to the majority of the tax revenues
returning to the counties. Counties with new production do not have the budgets/resources to maintain

their roads when the impacts hit. There is no reason why, with the tremendous amount of wealth that oil

production has brought to our state, counties where the wealth is generated are begging the state to have
more of the revenue flowing back to their counties to assist with significant road impacts. Our member
companies paid over $400 million in oil production taxes to North Dakota in fiscal year 2008, and yet
several of them have recognized the dire straits of budgets in certain counties and have made contributions
to counties for vehicles, fire trucks, and bridges. North Dakota companies should not be put in that

.ituation when our state is experiencing historic economic times.
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. BOWMAN CO. SUMMARY OF TESTIMONY
House Bill 1304

¢ Bowman Co. share of O1l and Gas Production Tax
$2.845 Million

¢ [ess than 2% of taxes returned to Bowman Co.

» Impacted Oil and Gas Roads cost 10 times that of non-impacted
Roads in Bowman County.

e Steiner Personal Testimonial



COUNTY OF BOWMAN
BOARD OF COUNTY COMMISSIONERS

104 First Street NW Bowman, ND 58423
Suite One Phone: 701-523-3130

Senate Finance and Taxation Commitiee
Sen. Dwight Cook, Chairman

The Bowman County Commission would like to thank you for this opportunity to provide some
information as to the importance of oil and gas production to Bowman County, especially the past few
years.

We would like to provide some numbers and figures as to how much financial assistance the $5.1 million
oil and gas production contributes to Bowman County, not including the schools and cities in the county.
After the formula divides up the $5.1 million with the schools and cities, $2.845 million remains for the
county to provide safe roads, sheriff’s protection and other services expected by the citizens of the county.

In fiscal year 2008, less than two percent of the production and extraction taxes taken out of Bowman
County were returned to Bowman County to provide a safe and productive oi} business.

Members of the Finance and Taxation Committee as you all know, roads are one of the highest priorities
of a County. Thus we expend a large amount of our resources to building and maintaining a safe and
efficient road system. This is especially true in the oil field. If the road system is inadequate, oil production
maybe reduced at times, which reduces revenue to all. Maintenance of the system, once it is built, is also a
factor that needs consideration. Our experience is that roads in the oil field need much more maintenance
than in areas outside the production area. We have tracked costs assoctated with the exploration and
production of oil and gas in our county since 1995. The results of that show that the cost of roads in the oil
production areas of our County are 10 times higher. The attached information completed for the NDSU
study verifies this information.

At my first County Commission meeting in January of 2003, I was asked to approve bids for a road repair
project in the heart of the oil field at a cost of $1.1 million. I though that was an outlandish amount of
money. Since that time we have spent about $250,000 and will need 1o invest another $200,000 this spring
to repair damages to that same road. This is just a small portion of the road system in the oil field. We
budget about 4.5 million dollars each year for roads in Bowman County. We have needs for much more
than that but have no more funds.

Bowman County supports House Bill 1304 with the caps removed with amendments. The legislation is
needed to maintain and provide additional needs for the residents of Bowman County. Your support is

urgently needed.

Kenneth Steiner, Chairman of Bowman County Commission
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House Bill 1304
March 6. 2009
Senate Finance and Tax
The Honorable Senator Cook

Distinguished Committee Members

As Bowman Township Officers we urge that you give a “do pass™ on House Bill 1304, As
Supervisors we are responsible for the maintenance of 21 miles of roads within our township.
and over the last several years our job has been increasing difficult. Our mill levy generates an
annual budget of $15.000.00 a vear, if it wasn’t for the cooperation and financial assistance of
our County Commissioners maintaining these miles would an impossible task. We are currenily
working with the Commissioners on a $620.000.00 project (see enclosed estimate) which
consist of 3 miles of a township road that has two families living along it. Traffic used to be the
two famitlies, the occasional traveler and farm equipment going from one field to the next. It s
now being used by oilfield workers as a cut across to oilfield sites. The waffic has increased
dramatically, safety and dust control has become a foremost concern, Due to the
Commissioner’'s commitment to their county and other townships road and our commitment to
the other 19 miles of roads that can’t be ignored or neglected, the expense of this project will
become a 2 to 3 vear project or more at the expense of safety and dust control for our patrons.
Passage of this bill is essential as a lifeline for County Townships.

Respectfully

Donald Wallman, Chairman
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PROJECT COST OPINION
BOWMAN BOXETH ROAD - 3 MILES
BOWMAN TOWNSHIP
ESTIMATE PREPARED ON MARCH 19, 2008

ITEM DESCRIPTION ESTIMATED COST
Mobilization $10,000.00
Earthwork $135,000.00
Salvage Aggregate and Gravel Surfacing $120,000.00
Prime and Double Chip Seal $135,000.00
Traffic Control $2,000.00
Seeding $10,000.00
Erosion Control $8,000.00
Culverts $30,000.00
Miscellaneous $40,000.00
SUBTOTAL = $480,00C.00
Box Culvert (actual need to be determined via bridge inspection) = $140,000.00

TOTAL OPINION OF PROBABLE COST = $620,000.00




North Dakota Association of
Oil & Gas Producing Counties

EXECUTIVE COMMITTEE
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Testimony
HB 1304
In Support as Amended
North Dakota Association of Oil and Gas Producing Counties

Mr. Chairman Cook and Members of Senate Finance and Tax. My name is Vicky Steiner and |
represent the North Dakota Association Association of Oil and Gas Producing Counties. We
thank you for your unanimous support of this concept in a Senate bill prior to Crossover, SB 2229.
This bill distributes the additional revenues with a more specific direction. Infrastructure
maintenance of political subdivisions like counties and cities in the oil and gas fieids top the list of
priorities that this bill will address.

As you may remember, the 5% oil and gas gross production tax is “in lieu of” property tax in the
counties. If the state doesn’t distribute the money evenly, then taxpayers in Mountrail and
other counties will feel the burden.

We've given testimony on this issue so | won’t repeat it. We have a few peoble who would like to
address some of their pressing issues.

I'P finish with some new information on the state’s interest in seeing that the Bakken and other
formations are successfully developed in the coming years.

Oil tax revenues today make their way to all corners of our state. The 5% is a shared tax between
the producing county but the extraction taxes are paid to state funds. The State Land
Department staff reported this session in House Appropriations committee work that for every
10 oil wells in the state, the state owns one of them. That’s one in ten. Over 400 wells belong to
the State Land Department.

The royalties on that state interest are exempt from taxation, The road to the state well must be
maintained by someone somehow. During the last two years, the state land department
reported that the state was adding about 6 new state oil wells every month to its portfolio. it’s
slowed down but they are still adding wells.

VICKY STEINER - EXECUTIVE DIRECTOR
859 Senior Ave. - Dickinson, ND 58602-1333 - Phane: (701) 483-TEAM (8326) - Fax: (701) 483-8328 ~ Cedular: (701) 250-1336
E-maik vsteiner@ndsuparnat.com - Wab: www.ndoligas govoflice.com

Linda Svihovec - Permit Oparator
P.D. Box 504 ~ Watiord City, ND 5B854 - Phona: 701-444-3457 (work) ~ Phone: 701-444-4061 (home) ~ Fax: 701-444-4113 - Email: Isvihovec® co.mekenzie.nd.us



The wealth from the state oil wells is invested and interest is paid to 15 trust funds. 13 of those
trust funds are listed in the State Land Department biennial report on their website.

Some of the trust funds are paid to well-known institutions like University of North Dakota, North
Dakota State University, School for the Deaf, Schoo! for the Blind but not listed in the report are
two other funds that also see benefit from state oil wells. They are: the state buildings fund and
the Land and Minerals trust fund. The lands and minerals trust fund is used to deposit money
from the trust fund into the general fund at the end of this June for some of the programs being
voted on during this session.

Thank you for your consideration of this complicated bill. It takes into account the impacts to the
larger cities and how they affect the small cities in the distribution. It removes the caps from the
larger oil producing counties. This will be good long term tax policy for the oil industry, the
state, and the counties and their political subdivisions.
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TESTIMONY OF JEFF ENGLESON
Director, Energy Development Impact Office
North Dakota State Land Department

IN SUPPORT OF HOUSE BILL NO. 1304

Senate Finance and Taxation Committee
March 10, 2009

The mission of the Energy Development Impact Office (EDIO) is to provide financial assistance to
local units of government that are affected by energy activity in the state. Over the years, the EDIO
has helped counties, cities, schools districts and other local units of government (organized
townships, fire and ambulance districts, etc.) deal with both the booms and the busts associated with
energy development in North Dakota. The EDIO became a part of the Land Department in 1989.

The EDIO believes there is a tremendous need for additional funding to flow back to western North

Dakota to help deal with the impacts of oil and gas development. The changes proposed in this bill

provide much needed increases in revenues to the counties, cities and schools that are most

impacted by oil and gas development. It also provides funds to help townships deal with the impacts
' of this development.

| would like to take this time to make a few of comments about this bill and how the proposed changes
could impact the way that the EDIO oil impact grant program is administered.

*» The amount of funding needed for the EDIO directly related to the amount of gross production
taxes that flow to counties, cities and schools under NDCC 57-51-15(2). If the Legislature
provides more funding directly to these political subdivisions under NDCC 57-51-15(2), then there
would be less need for grants for those entities from the oil impact grant fund.

* The EDIO has historically focused on *filling in the gaps”™ for those entities that receive either no
funding or inadequate funding under the gross production tax distribution formula. Making more
funds available directly to the most impacted counties, cities and schools will allow the EDIO to
continue to focus on "filling in the gaps” for those entities that receive either no funding or
inadequate funding under the gross production tax distribution formula.



Testimony to the:

Senate Finance and Taxation Committee

Prepared March 7%, 2009 by the Mountrail County Shenﬁ"s Department
Corey Bristol, Chief Deputy

Concerning House Bill 1304

Chairman Cook and members of the Committee, I am here today to testify on behalf of
the Mountrail County Sheriff’s Department who is in support of removing the cap on the
oil and gas extraction tax. [ am the Chief Deputy of the Mountrail County Sheriff’s
Department and have been working there 14 years.

In the matter of a year and a half, Mountrail County has surpassed all other counties in
the State of North Dakota to become the leading oil producing county in the State. With
this great distinction, Mountrail County is experiencing tremendous growing pains.
Roads were built to accommodate small grain trucks and cars, not the enormous vehicles
associated with oil production. Roads that were seldom used by anyone are now major
thoroughfares of the oil industry. Oil production activity has engulfed every comer of
Mountrail County.

With this dramatic increase of oil activity, the Mountrail County Sheriff’s Office has
experienced a tremendous increase in work load. Many new people have moved into the
area to work in the oilfield. The people that can’t find a place to live here have to
commute from larger communities. Traffic has increased dramatically. Commuters fill
the roads at all hours of the day, oilfield trucks workmg the area are everywhere. Our
department has been stretched to the limit trying to provide law enforcement coverage in
places we never dreamed would be necessary. In 2008, we had a 400% increase in the
number of traffic citations that were issued by the department compared to 2007. In 2008
we had 5 oilfield related deaths in Mountrail County (1 rig fatality and 4 oilfield related
traffic deaths).

Every day we start our shifts looking at all of the wonderful positive things that this oil
activity has brought to our area. We work together with the oil companies trying to make
Mountrail County a safe place to work. The solutions to safety seem pretty easy to us,
but try getting a new “stop sign” or “trucks entering ahead” sign placed along a state
highway, this is near impossible.

Al of this new activity has a cost attached to it. More officers means more money for
salaries, vehicles, equipment and gas. From 2006 to 2009, the budget of the Mountrail
County Sheriff’s Department has risen more than 40%. We have added officers whose
primary responsibility is patrolling the oilfield to keep it safe.

In conclusion Mr. Chairman and committee members, the money being generated by the
oilfields of Mountrail County is a great benefit to the whole state of North Dakota. We
are not asking for all of this money. We are just asking that the cap be removed from the
extraction tax money returned to the counties. This will allow us to repair and maintain
the roads and to provide safety to these areas.
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STATE OF NORTH DAKOTA

OFFICE OF STATE TREASURER

STATE CAPITOL, 600 E. BOULEVARD AVE., DEPT 120, BISMARCK, NORTH DAKOTA 58505-0600
701-328-2643 FAX 701-328-3002
hitp:/fwww.state.nd.us/ndtreas

Ity L. Schmidt
State Treasurer

CURRENT Total County School City Twp Total
Billings 7,694,903 3,462,706 2,693,216 1,538,981 7,694,903
Bottineau 5,235,786 2,356,104 1832,525 1,047,157 5,235,786
Bowman 10,200,000 5,690,000 2,870,000 1,640,000 10,200,000
Burke 4,152,783 1,868,752 1,453,474 830,557 4,152,783
Divide 2,904,436 1,306,996 1,016,553 580,887 2,904,436
Dunn 9,809,804 5,299,804 2,870,000 1,640,000 9,809,804
Golden Valley 2,395,506 1,077,978 838,427 479,101 2,395,506
McHenry 138,600 62,370 48,510 27,720 138,600
McKenzie 10,200,000 5,690,000 2,870,000 1,640,000 10,200,000
Mountrail 11,200,000 6,140,000 3,220,000 1,840,000 11,200,000
Renville 2,620,713 1,179,321 917,250 524,143 2,620,713
Slope 168,746 75,936 59,061 33,749 168,746
Stark 4,262,259 1,918,017 1,491,791 852,452 4,262,259
Ward 222,238 100,007 77,783 44,448 222,238
Williams 10,817,279 5,757,279 3,220,000 1,840,000 10,817,279
82,023,053 41,985,270 25,478,590 14,559,194 82,023,053
HB 1304 Total County School City Twp Total
Billings 9,194,903 4,137,706 3,218,216 1,838,981 - 9,194,903
Bottineau 6,735,786 3,031,104 2,357 525 1,347.157 - 6,735,786
Bowman 14,911,786 6,710,304 3,220,000 2,982 357 1,999,125 14,911,786
. Burke 4,979,176 2,240,629 1,742,712 995,835 - 4,979,176
Divide 3,205,915 1,442 662 1,122,070 641,183 - 3,205,915
Dunn 11,421,866 5,139,840 3,220,000 2,284,373 777,653 11,421,866
Golden Valley 2,527,341 1,137,303 884,569 505,468 - 2,527,341
McHenry 138,600 62,370 48,510 27,720 - 138,600
\'}( oo? qwenzie 13,907,425  6.258,341 3,220,000 2,781.485 1,647,599 13,907,425
ountrail 18,989,132 8,545,109 3,220,000 3,797,826 3,426,186 18,989,132
Renville 2,827,617 1,272,428 989,666 565,523 - 2,827.617
Slope 168,746 75,936 59,061 33,749 - 168,746
Stark 6,143,385 2,314,525 1,800,186 2,028,678 - 6,143,389
Ward 222,238 100,007 77,783 44 448 - 222,238
Williams 14,516,224 5,632,301 3,220,000 4,503,245 1,160,678 14,516,224

$109,890,144 548,100,565 528,400,299 $24,378,029 59,011,252 $109,890,144

DIFFERENCE Total County School City Twp Total
Billings 1,500,000 675,000 525,000 300,000 - 1,500,000
Bottineau 1,500,000 675,000 525,000 300,000 - 1,500,000
Bowman 4,711,786 1,020,304 350,000 1,342,357 1,899,125 4,711,788
Burke 826,393 371,877 289,238 165,279 - 826,393
Divide 301,479 135,666 105,518 60,296 - 301,479
Dunn 1,612,062 (159,964) 350,000 644,373 777,653 1.612.062
Golden Valley 131,835 59,326 46,142 26,367 - 131,835
McHenry - - - - - -
McKenzie 3,707,425 568,341 350,000 1,141,485 1,647,599 3,707,425
Mountrail 7,789,132 2,405,109 - 1,957,826 3,426,196 7,789,132
Renville 206,904 93,107 72,416 41,381 - 206,904
Slope - - - - - -
Stark 1,881,130 396,509 308,396 1,176,226 - 1,881,130
Ward - - - - - -
Williams 3,688,945 (124,978) - 2,663 245 1,160,678 3,698,945

27,867,091 6,115,295 2,921,708 9,818,835 9,011,252 27,867,091
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' North Dakota Association of /

r. Oil & Gas Producing Counties

EXEGUTIVE GOMMITTEE April 9, 2009
Supt. Arthorty Dultsk Testimony in Support of 1304 with suggested changes below
Bowman County PSD
. Good morning Senator Holmberg and members of the Senate
i:] Fil
past President Appropriations committee
Jim Artheud My name is Vicky Steiner. | represent the North Dakota Association of Oil
Bilings Courtty . . . . . ..
e and Gas Producing Counties. Thank you for your time this morning. This is
Grog Boschee important to us as the 5% tax is our “in lieu of” property tax on the oil
Mountrai Courty
industry.
Dan Brosz
Bowan Clty Our Association offers the following list for your consideration to HB 1304
Stove Holon as amended yesterday. If the Senate accepts these changes to the bill, we
e County PSD
e Goay will support 1304 and we will work to see that House approves this bill as
9 m;:bgw well.
.me‘m 1. Merge Energy Impact funding in this bill
Bettineau County

Page 1, line 12 exceeding “8” million dollars per biennium, $8 million
Suk Sovo Cascaden infusion as passed in HB 1225 by your committee recently
Parsel PSD 2. Remove the “near cap” numbers of 10% and 90%, go to 25%-75%.

Reinnard Hauck Page 2, line 17 Remove “14 miflion” and eliminate part “e” completely.

Secretary/Treasurer

Manving 3. Remove new cap put on cities

On page 5, remove the new cap on cities. Remove the word “not” on
line 2. Page 5, line 24, remove “eight hundred percent. (Medora)”

4. Add school bus/transportation back in 1304
On page 6, line 7 “to or for the benefit of townships, school transportation
and infrastructure in the county on the basis of applications by townships
and school districts for funding...”

5. 6 year sunset to the new report requirement
On page 7, line 22. “This report is no longer required after June 30, 2015.”

This concludes my testimony. Thank you.

L
. |

VICKY STEINER - EXECUTIVE DIRECTOR
858 Sertior Ave. ~ Dickinson, ND 588021333 ~ Phone; (701) 483-TEAM (8328) ~ Fax: (701) 483-8328 ~ Celtular: (701} 290-1339
E-mai: vsteiner @ndsupernat.com ~ Web: www.naoigas. govaffice.com

Linda Svihovee - Permit Operator
P.0. Box 504 - Watlord City, ND 58854 - Phona: 701-444-3457 (work) - Phone: 701-444-4081 (home) ~ Fax; 701-444-4113 - Email: Isvihovec @ co.mekanzie.nd.us
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North Dakota Association of

Oil & Gas Producing Counties

EXECUTIVE GOMMITTEE

Supt. Anthorry Duietskl
President
Bowman County PSD

Brad Bekkedahl
Past Pragiden
Williston

Jim Arthaud
Billings County

Greg Boschee
Mountrail County

Dan Brosz
Bowman City

Steve Holen
McKsnzie County PSD

Gary Melby
Bowbells City

Vardean Kveum
Bottineau County

Supt. Steve Cascaden
Parshal PSD

Reinhard Hauck
Secretary/Treasurer
Manning

March 1, 2009

To: Legislators

From: ND Association of OQil and Gas Producing Counties

The County Commissions in the oit producing counties

Dear Legislators,

This Association of county commissions is united in our legislative efforts this legisiative session. All the
counties support the removal of the county production caps in the 5% oil and gas gross production tax and

a significant increase in the funding for the energy impact office.

The counties in the oil and gas producing region support those bills that accomplish these goals.

Thank you for the work you do during the legislative session.

Sincerely,

o & Qo)

Billings County Commission

.ffwa rudrom
Burke Cbunty Commission
K orane 2 S

Bowman Commission

ki

Divide County Commission

Aol Ao

Mercer County Commission

A2 208y Yo Ranson.

McHenry County Commission

ClYipel— fuura

Mountrail County Commission

bt Corvn

Renwille County Commission

Slopé County Commission

B bl

McLean County Commission

ucd  Bte

Golden Valley Commission

VICKY STEINER - EXECUTIVE DIRECTOR

Stark County Corfimission

Ml

Williams County Commission

Ward County Commission

Hre

Dunn County Commission

ARG —

McKenzie County Commission

858 Senior Ave. - Dickinson, ND 58602-1333 ~ Phone; (701) 483-TEAM (B326) ~ Fax: (701} 483-8326 - Cellutar: (701) 260-1339
E-mait: vsteiner @ ndsupesnet.com - Wed: www.ndoiigas. goveffice.com

Linda Svihovec - Permit Operator

P.0. Box 504 ~ Watford Gity, ND' 58854 - Phone: 701-444-3457 (work) ~ Phone: 701-444-4061 (home) ~ Fax: 701-444-4113 ~ Email: Isvihovec@co.mckenzie.nd.us



